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REVIEW  OF  U.S.  OILSEED  TRADE  AND 
MARKETING  ISSUES 


THURSDAY,  JULY  29,  1993 

House  of  Representatives,  Subcommittee  on  Gen- 
eral Farm  Commodities  Joint  With  Subcommittee 
ON  Foreign  Agriculture  and  Hunger,  Committee 
ON  Agriculture, 

Washington,  DC. 
The  subcommittees  met,  pursuant  to  call,  at  10:35  a.m.,  in  room 
1302,  Longworth  House  Office  Building,  Hon.  Tim  Johnson  (chair- 
man of  the  Subcommittee  on  General  Farm  Commodities)  presid- 
ing, together  with  Hon.  Timothy  J.  Penny  (chairman  of  the  Sub- 
committee on  Foreign  Agriculture  and  Hunger). 

Present  from  the  Subcommittee  on  General  Farm  Commodities: 
Representatives  Johnson,  Volkmer,  Long,  Minge,  Pomeroy,  English, 
Condit,  Barlow,  Smith  of  Oregon,  Barrett,  Nussle,  Ewing,  and 
Smith  of  Michigan. 

Present  from  the  Subcommittee  on  Foreign  Agriculture  and  Hun- 
ger: Representatives  Penny,  Barlow,  Baesler,  and  Allard. 

Also  present:  Representative  E  (Kika)  de  la  Garza,  chairman  of 
the  committee. 

Staff  present:  Glenda  L.  Temple,  clerk;  Anne  Simmons,  Jane 
Shey,  Joe  Dugan,  Merv  Yetley,  Neil  P.  Moseman,  and  Lynn  Galla- 
gher. 

OPENING  STATEMENT  OF  HON.  TIM  JOHNSON,  A  REPRESENT- 
ATIVE IN  CONGRESS  FROM  THE  STATE  OF  SOUTH  DAKOTA 

Mr.  Johnson.  The  subcommittees  will  come  to  order. 

This  is  the  General  Farm  Commodities  Subcommittee  holding  a 
joint  subcommittee  hearing  with  our  Foreign  Agriculture  and  Hun- 
ger Subcommittee.  I  understand  Chairman  Penny  is  waylaid  tem- 
porarily and  will  be  joining  us.  We  will  go  forward  with  the  pro- 
ceeding and  Mr.  Penny  will  join  us  when  he  can. 

The  subject  of  the  hearing  today  is  a  review  of  U.S.  oilseed  trade 
and  marketing  issues.  There  are  a  number  of  matters  that  I  think 
it  behooves  the  subcommittees  to  review;  among  them,  the  status 
of  the  Uruguay  Round,  the  U.S.  vegetable  oil  exports,  the  SOAP 
program,  the  COAP  program,  as  well  as  some  review  of  our  EEP 
allocations. 

This  member  has  an  interest  in  the  prospect  for  industrial  uses 
and  the  consequences  of  flooding  in  the  Midwest,  drought  in  other 
parts  of  the  country  on  the  oilseed  crops  this  year. 

The  lead  witness  today,  the  first,  is  a  one-person  panel.  That  is, 
Mr.  Charles  J.  [Joe]  O'Mara,  Special  Trade  Negotiator,  U.S.  De- 

(1) 


partment  of  Agriculture,  Washington,  DC  and  accompanied  by  Mr. 
Leon  Mears  from  the  U.S.  Department  of  Agriculture. 

Why  don't  we  proceed  directly  to  the  testimony  of  Mr.  O'Mara 
and  you  may  summarize  your  statement.  Your  full  written  state- 
ment is  received  into  the  record  and  you  may  proceed  whichever 
way  is  most  comfortable  to  you. 

Mr.  O'Mara,  welcome  to  the  subcommittees. 

STATEMENT  OF  CHARLES  J.  OTVIARA,  ACTING  DEPUTY  UNDER 
SECRETARY,  INTERNATIONAL  AFFAIRS  AND  COMMODITY 
PROGRAMS,  U.S.  DEPARTMENT  OF  AGRICULTURE,  ACCOM- 
PANIED BY  LEON  G.  MEARS,  DIRECTOR,  OILSEEDS  AND 
PRODUCTS  DIVISION,  FOREIGN  AGRICULTURAL  SERVICE 

Mr.  O'Mara.  Thank  you,  Mr.  Chairman.  Good  morning.  I  will  try 
to  shorten  the  statement  somewhat. 

Mr.  Chairman,  I  welcome  the  opportunity  to  appear  before  you 
today.  I  will  discuss  various  issues  that  affect  the  U.S.  oilseed  prod- 
uct sector  and  particularly  those  raised  in  your  letter  of  invitation. 

I  would  like  to  start  off  by  making  it  very  clear  that  enhancing 
the  income  of  our  Nation's  farmers  by  improving  export  competi- 
tiveness is  the  central  goal  of  this  administration.  This  goal  is  par- 
ticularly important  for  our  oilseed  sector  which  suffered  a  decline 
in  export  market  share  throughout  the  eighties  and  into  the  early 
nineties. 

During  this  period,  our  oilseed  producers  were  seriously  hurt  by 
protectionist  policies  of  a  long  list  of  foreign  countries  led  by  the 
European  Community.  We,  therefore,  view  the  recent  U.S. -EC  set- 
tlement of  our  longstanding  dispute  over  the  EC  oilseeds  support 
regime  as  part  of  the  so-called  Blair  House  Agreement  as  a  very 
significant  achievement. 

This  agreement  combined  with  the  aggressive  posture  we  are 
taking  on  oilseeds  and  products  in  the  Uruguay  Round  market  ac- 
cess negotiations  and  the  market  liberalization  resulting  from  our 
recent  NAFTA  agreement,  give  us  reason  to  believe  that  the  United 
States  will  be  able  to  significantly  improve  its  export  performance 
in  the  oilseed  and  product  sector  for  the  rest  of  this  decade. 

In  the  meantime,  of  course,  we  will  continue  to  actively  pursue 
export  opportunities  through  the  export  enhancement  program  and 
related  Department  programs. 

With  regard  to  the  U.S.-EC  oilseeds  agreement,  after  5  very  dif- 
ficult years,  sometimes  very  bitter  years  of  GATT  panels  and  bilat- 
eral negotiations,  the  United  States  and  European  Community  last 
year  arrived  at  an  agreement  we  believe  will  have  a  profound  effect 
on  future  trends  in  EC  oilseed  production.  That  settlement,  reached 
as  part  of  the  overall  Blair  House  Agreement,  requires  the  EC  to 
substantially  reduce  the  support  it  provides  to  oilseed  farmers  if 
EC  oilseed  plantings  exceed  a  specified  area.  We  are  convinced  that 
this  area  is  going  to  have  a  very  positive  impact  on  U.S.  export 
prospects  for  oilseeds  and  products. 

We  estimate  that  EC  oilseeds  production,  which  tripled  from  the 
marketing  year  1982-83  to  a  high  of  13.4  metric  tons  in  1991-92, 
could  decline  by  as  much  as  4  million  metric  tons.  The  reduction 
in  EC  oilseeds  production  can  only  have  a  positive  effect  on  U.S. 
export  prospects  in  that  large  market. 


In  the  meantime,  actions  taken  by  the  EC  prior  to  the  Blair 
House  Agreement,  but  in  direct  response  to  our  success  in  GATT 
panel  rulings  on  the  EC's  oilseeds  regime,  have  already  led  to  tan- 
gible benefits  to  our  oilseed  and  product  exporters.  EC  rapeseed 
area  in  1993  is  forecast  to  decline  by  8  percent  below  last  year's 
level  and  13  percent  below  that  of  2  years  ago.  As  a  result,  the  EC 
rapeseed  oil  exports  in  marketing  year  1993-94  are  projected  to 
total  640,000  metric  tons  or  well  below  the  record  of  over  1  million 
metric  tons  in  marketing  year  1990-91.  With  full  implementation 
of  the  Blair  House  Agreement,  the  EC's  rapeseed  oil  exports  could 
decline  even  further  to  perhaps  around  400,000  metric  tons. 

The  provisions  of  the  Blair  House  Agreement  relating  to  the  Uru- 
guay Round  will  have  important  implications  for  U.S.  oilseeds  pro- 
ducers. With  respect  to  export  subsidies,  the  United  States  and  EC 
agreed  to  a  21-percent  reduction  in  the  quantity  of  subsidized  ex- 
ports over  a  6-year  period.  Export  subsidy  expenditures  would  have 
to  be  cut  by  36  percent.  The  Blair  House  Agreement  also  requires 
a  20  percent  cut  in  aggregate  internal  support,  but  it  would  exempt 
from  reduction  direct  payments  linked  to  production-limiting  pro- 
grams. 

The  export  subsidy  provisions  of  Blair  House  would  mean  signifi- 
cant reductions  from  current  levels  in  subsidized  U.S.  exports  of 
vegetable  oils.  While  this  is  likely  to  affect  U.S.  export  levels  in  the 
short  run,  we  strongly  believe  the  U.S.  oilseeds  sector  can  be  highly 
competitive  if  worldwide  use  of  subsidies  are  reduced  as  a  result 
of  the  Uruguay  Round,  and  market  access  opportunities  are  signifi- 
cantly improved. 

Now  with  respect  to  the  market  access  aspect  of  the  Uruguay 
Round,  a  significant  improvement  in  market  access  remains  the 
last  major  part  of  the  agricultural  negotiations  to  be  negotiated  in 
the  Uruguay  Round.  As  far  as  our  oilseeds  industry  is  concerned, 
improved  market  access  is  the  key  to  a  successful  Uruguay  Round. 
As  a  result,  the  U.S.  Government  this  month  in  Geneva  tabled  a 
so-called  zero-for-zero  proposal  in  oilseeds.  In  essence,  this  proposal 
means  that  the  United  States  is  prepared  to  reduce  its  import  du- 
ties on  oilseeds  and  oilseeds  products  to  zero  if  the  rest  of  the  world 
is  willing  to  do  the  same. 

It  would  also  be  a  U.S.  objective  as  part  of  this  proposal  to  elimi- 
nate the  differential  export  tax  schemes  that  exists  in  Argentina 
and  Brazil. 

I  may  revise  this  testimony  as  I  read  it,  Mr.  Chairman. 

It  will  be  an  absolute  requirement  that  these  policies  be  elimi- 
nated if  we  are  to  pursue  the  zero-for-zero  option. 

This  recent  U.S.  Grovernment  initiative  is  based  on  the  findings 
of  a  joint  industry-FAS  Committee  which  concluded  the  reduction 
or  elimination  of  tariff  and  nontariff  barriers  to  oilseeds  imports 
around  the  world  would  dramatically  increase  the  demand  for  U.S. 
vegetable  oils  and  meal. 

In  the  interests  of  time,  I  will  not  go  into  more  specifics  there. 
I  do  know  that  other  witnesses  to  testify  after  myself  will. 

I  would  add  in  cooperation  with  the  industry,  that  I  think  this 
initiative  is  the  most  imaginative  and  most  possibly  beneficial  that 
could  come  out  of  the  Uruguay  Round,  so  we  are  quite  hopeful  that 
indeed  we  will  be  successful. 


I  would  like  to  say  just  a  few  words  about  NAFTA.  The  North 
American  Free-Trade  Agreement  also  affords  great  projected  bene- 
fits for  the  U.S.  oilseeds  and  oilseed  product  sector.  NAFTA  is  ex- 
pected to  provide  an  extra  20  percent  growth  in  United  States  soy- 
bean exports  in  Mexico  to  a  level  of  about  4.5  million  metric  tons 
by  the  end  of  the  10-year  transition  period. 

In  addition,  Mexican  imports  of  protein  meals  and  vegetable  oils 
are  also  expected  to  expand.  The  higher  exports  and  prices  result- 
ing from  this  agreement  are  expected  to  add  $400  to  $500  million 
extra  income  to  the  U.S.  soybean  industry  by  the  end  of  the  transi- 
tion period. 

To  summarize  the  next  point,  Mr.  Chairman,  members  of  the 
committee,  it  is  also  a  very  positive  benefit  for  the  U.S.  oilseed  in- 
dustry that  per  land  unit  annual  yield  increases  over  the  past  two 
decades  in  many  major  oilseeds  producing  countries  have  slowed 
recently.  This,  and  changing  foreign  government  policies  should 
significantly  benefit  our  industry  over  the  rest  of  this  decade.  We 
do  not  see  growth  in  foreign  oilseed  production  as  has  been  the 
case  in  the  last  10  years  or  so. 

Now  I  would  like  to  conclude  with  some  points  about  the  export 
programs. 

Export  programs  have  played  an  important  role  in  challenging 
the  unfair  trade  practices  of  U.S.  competitors  and  opening  the  door 
to  long-term  market  opportunities  for  U.S.  producers  and  exporters 
of  oilseeds  and  products.  We  continue  to  aggressively  promote  our 
exports  through  the  export  enhancement  program,  the 
sunflowerseed  oil  assistance  program,  and  the  cottonseed  oil  assist- 
ance program  and  the  various  credit  and  market  development  pro- 
grams with  the  Department  Administers. 

Over  the  last  few  years,  under  the  EEP,  the  Department  ex- 
panded the  number  of  targeted  countries  for  vegetable  oil.  These 
initiatives  were  undertaken  to  help  the  United  States  meet  sub- 
sidized competition  from  the  European  Community  in  targeted 
countries.  As  a  result,  EEP-assisted  sales  rose  from  about  44,000 
metric  tons  in  fiscal  year  1990  to  a  record  458,000  metric  tons  in 
fiscal  year  1992. 

The  Department  considers,  but  is  not  limited  to,  four  criteria  in 
reviewing  proposals  for  EEP  initiatives.  These  are  the  trade  policy 
effect,  that  is  the  expected  contribution  of  proposed  initiatives  in 
furthering  trade  policy  negotiations;  the  export  effect,  that  is  the 
contribution  that  initiatives  will  make  toward  realizing  U.S.  agri- 
cultural export  goals  and  countering  competitors'  subsidies  and 
other  unfair  trade  practices;  the  effect  that  sales  facilitated  by  EEP 
initiatives  would  have  on  nonsubsidizing  exporters;  and  the  subsidy 
requirements  of  the  proposed  initiatives  compared  to  their  expected 
benefits. 

All  proposals  for  EEP  initiatives  are  evaluated  against  these  cri- 
teria. These  proposals  are  approved  by  the  Department  and  then 
further  reviewed  by  an  interagency  group  chaired  by  the  Office  of 
the  United  States  Trade  Representative.  During  the  past  year,  we 
have  once  again  expanded  the  number  of  initiatives  available 
under  EEP  to  promote  the  export  of  U.S.  vegetable  oils.  We  have 
announced  1993  EEP  initiatives  for  a  total  of  975,000  metric  tons. 


There  are  currently  11  outstanding  initiatives  with  available  bal- 
ances totaling  about  690,000  metric  tons.  With  3  months  remaining 
in  marketing  year  1993,  EEP-assisted  sales  are  at  about  60  percent 
of  the  total  1992  level.  We  are  still  seeing  sales  growth  in  the  north 
African  market.  The  leading  export  markets  for  us  this  year  are  in 
fact  Tunisia  and  Algeria. 

Due  to  the  decline  in  sales  to  the  former  Soviet  Union,  China, 
and  the  Dominican  Republic,  however,  we  expect  total  EEP-as- 
sisted sales  during  the  marketing  year  1993  to  decline  somewhat 
from  1992  levels. 

The  Department  is  considering  additional  initiatives  on  an  ongo- 
ing basis  and  will  aggressively  pursue  those  which  meet  program 
criteria. 

The  Department  has  also  expanded  initiatives  under  the 
sunflowerseed  oil  assistance  program  and  the  cottonseed  oil  assist- 
ance program.  Thus  far,  in  marketing  year  1993,  we  have  made  al- 
locations of  485,000  metric  tons  of  sunflowerseed  oil  and  205,000 
metric  tons  of  cottonseed  oil  available  to  various  targeted  countries. 
Sales  facilitated  so  far  this  marketing  year  have  totaled  over 
170,000  metric  tons  under  SOAP  and  nearly  35,000  tons  under 
COAP. 

While  the  pace  of  sales  in  other  countries  is  behind  the  rate 
which  would  utilize  all  available  SOAP/COAP  funds,  the  Depart- 
ment is  making  every  effort  to  carry  out  the  provisions  of  the  legis- 
lation by  encouraging  export  sales  of  these  oils  at  competitive  world 
prices.  We  must  take  into  consideration  that  allocations  are  made 
according  to  the  respective  export  availabilities  for  these  two  oils. 
While  exports  of  sunflowerseed  oil  under  SOAP  have  been  strong, 
sales  of  cottonseed  oil  under  COAP  have  lagged  due  to  strong  do- 
mestic demand  for  cottonseed  oil. 

The  criteria  used  by  USDA  in  selecting  countries  for  targeting 
under  SOAP  and  COAP  include  these  three  but  are,  of  course,  not 
limited  to  these  three.  The  expected  contribution  that  initiatives 
will  make  toward  realizing  U.S.  agricultural  export  goals,  particu- 
larly in  developing  and  expanding  or  maintaining  markets  for  U.S. 
sunflowerseed  and  cottonseed  oil;  the  subsidy  requirements  of  the 
proposed  initiatives  in  relationship  to  the  sums  made  available  to 
operate  the  programs  in  any  given  fiscal  year;  and  assurance  that 
sales  facilitated  by  initiatives  would  not  displace  normal  commer- 
cial sales  of  sunflowerseed  and  cottonseed  oil. 

The  Department's  export  credit  guarantee  programs  are  also  use- 
ful as  tools  to  facilitate  the  sales  of  U.S.  vegetable  oils.  These  are 
programs  that  would  not  be  subject  to  a  reduction  as  a  result  in 
Uruguay  Round  agreement. 

Under  the  Department's  Public  Law  480  program,  the  amount  of 
money  allocated  to  soybean  oil  sales  has  increased.  We  have  re- 
newed our  soybean  oil  trading  relationship  with  Pakistan  this  year 
with  a  $40  million,  Public  Law  480,  title  I,  agreement.  This  agree- 
ment coupled  with  a  similar  $10  million  agreement  with  Morocco, 
exceeds  the  amount  spent  last  year  under  title  I  by  $12  million. 

In  addition,  another  18  million  dollars'  worth  of  refined  soybean 
oil  is  being  provided  to  Russia  under  the  food  for  progress  program. 

The  Department's  other  market  development  programs  include 
the  market  promotion  program  and  the  cooperator  foreign  market 


development  program.  We  use  these  export  programs  to  aggres- 
sively insure  U.S.  farmers  and  exporters  the  ability  to  maintain  a 
high  level  of  sales  in  established  markets,  and  to  capitalize  on 
emerging  market  opportunities. 

The  MPP  program  encourages  the  development,  maintenance, 
and  expansion  of  commercial  export  markets  for  agricultural  com- 
modities. For  fiscal  year  1993,  USDA  allocated  $9.5  million  under 
the  MPP  for  the  American  Soybean  Association,  the  National  Sun- 
flower Association  and  the  National  Peanut  Council  to  conduct  pro- 
motions for  oilseeds  and  oilseeds  products. 

The  cooperator  market  development  program  allows  U.S.  agricul- 
tural organizations  and  the  USDA  to  pool  technical  and  financial 
resources  to  carry  out  a  wide  variety  of  foreign  market  develop- 
ment projects.  In  fiscal  year  1993,  we  allocated  over  $7  million  to 
FMD  activities  for  the  ASA,  the  NSA,  the  NPC,  and  the  National 
Cottonseed  Products  Association. 

Thank  you,  Mr.  Chairman.  That  concludes  my  statement.  I 
would  be  happy  to  entertain  any  questions  you  may  have. 

[The  prepared  statement  of  Mr.  O'Mara  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Johnson.  Thank  you,  Mr.  O'Mara. 

The  Chair  would  recognize  the  chairman  of  the  full  House  Agri- 
culture Committee,  Mr.  de  la  Garza. 

The  Chairman.  Thank  you,  Mr.  Chairman. 

Thank  you,  Mr.  O'Mara.  To  the  other  witnesses,  I  regret  I  have 
a  meeting,  but  I  will  review  your  statements. 

Mr.  O'Mara,  thank  you  for  the  many  years  of  service. 

Mr.  O'Mara.  Thank  you,  sir. 

The  Chairman.  You  just  returned  from  Geneva.  What  is  the  cli- 
mate? How  do  you  see  it? 

Mr.  O'Mara.  Mr.  Chairman,  I  just  returned  last  night.  I  think 
one  thing  we  should  do  in  the  Uruguay  Round  is  improve  air  trav- 
el. But  that  is  another  point. 

We  had  a  very  active  3  weeks  on  agriculture  in  Geneva.  We  met 
with  30  or  34  countries  with  a  complete  review  of  all  the  market 
access  aspects  of  the  agricultural  negotiation.  I  would  say  there  are 
three  points  that  are  useful  to  make  with  respect  to  those  meet- 
ings. 

One,  this  is  the  first  time  we  have  had  any  kind  of  comprehen- 
sive discussion  with  that  number  of  countries  about  market  access. 
So  it  was  something  that  had  to  be  done.  It  is  very  labor  intensive. 
I  am  very  glad  we  have  that  out  of  the  way  before  negotiations  get 
underway  again,  in  fact  later  this  month,  later  in  August. 

The  second  is  that  it  gave  us  a  chance  to  indicate  in  all  of  these 
countries  where  our  highest  priority  interests  are  in  market  access. 
In  particular,  this  is  the  opportunity  we  took  to  advance  this  level 
playing  field,  zero-for-zero  approach  in  the  oilseeds  and  product 
sector. 

Third,  I  think  it  is  worth  noting  that  particular  countries,  that 
you  know  very  well,  Mr.  Chairman,  have  been  slow  to  engage  in 
serious  discussions  in  the  Uruguay  Round.  However,  we  have  had 
very  productive  meetings  with  the  Japanese  in  this  last  2  or  3 
week  period. 


So  I  think  we  have  a  very  solid  basis  to  proceed  in  the  fall.  In 
fact,  the  next  round  of  bilateral  meetings  will  begin  the  30th  of  Au- 
gust. 

The  Chairman.  Thank  you.  We  have  a  new  Director  Gleneral  of 
GATT.  I  had  written  him  to  congratulate  him  and  offered  to  visit 
with  him  in  Geneva.  Before  I  left  town,  he  came  here. 

So  we  had  a  good  meeting.  I  hope  you  have  already  established 
a  viable  working  relationship.  I  have.  We  went  and  checked  on  our 
Irish  ancestries. 

I  had  one  great  grandmother  and  he  had  two  from  County  Cork. 

Mr.  O'Mara.  Yes. 

The  Chairman.  I  think  I  will  be  able  to  work  with  him  well. 

Mr.  O'Mara.  My  surname  is  not  of  Czech  origin,  actually.  I  think 
he  is  a  positive  addition  to  the  equation,  Mr.  Chairman.  I  am  glad 
you  have  that  former  relationship.  I  would  encourage  you  to  keep 
it  oiled. 

The  Chairman.  Again,  my  commendation  for  the  good  work  that 
you  do  for  us.  I  appreciate  it. 

Mr.  O'Mara.  Thank  you,  sir. 

The  Chairman.  Thank  you,  Mr.  Chairman. 

Mr.  Johnson.  Thank  you,  Mr.  Chairman. 

Mr.  O'Mara,  as  I  understand  it,  the  main  concern  or  one  of  the 
main  concerns  of  our  oilseed  industry  with  the  Uruguay  Round  ne- 
gotiations is  that  the  proposal  on  export  subsidy  reform  included  in 
the  so-called  Dunkel  text  would  immediately  reduce  the  volume  of 
U.S.  vegetable  oil  exports  under  EEP,  SOAP,  and  COAP  by  roughly 
78  percent  while  exempting  the  oil  export  programs  of  our  competi- 
tors in  the  EC  and  South  America. 

As  a  result,  some  individuals  have  indicated  they  feel  the  United 
States  would  lose  the  ability  to  export  over  half  a  million  tons  of 
surplus  vegetable  oil  per  year  and  that  may  sharply  reduce  prices 
received  by  U.S.  oilseed  producers.  As  one  of  our  principal  nego- 
tiators, can  you  tell  me  if  you  agree  with  this  assessment,  and 
whether  or  not  the  situation  is  on  the  administrations  list  of  things 
to  address  in  the  Dunkel  text? 

Mr.  O'Mara.  Thank  you,  Mr.  Chairman.  That  is  a  very  good 
question.  Indeed,  I  agree  with  the  quantitative  effect.  I  don't  agree 
with  the  conclusion. 

Let  me  just  take  a  minute  to  explain  why.  There  is  no  question 
that  under  the  current  Dunkel  text  provisions  that  the  amount  of 
vegetable  oil  we  could  subsidize  through  EEP,  COAP,  and  SOAP 
could  decline  significantly  beginning  from  the  early,  in  fact  the  first 
year  of  implementation. 

It  would  not  completely  eliminate  our  ability  to  subsidize  under 
those  programs  because  by  the  end  of  the  sixth  year,  we  would  still 
be  in  a  position  of  exporting  somewhere  around  140,000  metric  tons 
with  those  kinds  of  subsidies.  But  there  is  no  question  the  industry 
is  correct  and  I  understand  their  concern  with  respect  to  the  early 
years. 

There  are  a  couple  of  additional  points  to  put  this  in  perspective, 
however.  The  European  Community  is  no  longer  using  any  direct 
export  assistance  on  vegetable  oil  exports.  That  has  been  a  major 
problem  in  the  past  and  is  one  reason  why  the  GATT  cases  on  the 
EC  oilseeds  regime  were  so  important  to  get  resolved. 
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Also,  the  Argentine  system  in  particular,  which  is  probably  the 
most  troublesome  for  our  industry,  there  are  two  aspects  of  that. 
There's  a  direct  rebate  that  is  conveyed  by  the  Grovernment  which 
I  understand  is  operational  now  this  year.  However,  because  the 
base  period  arrangement  in  the  Dunkel  text,  the  Argentine  Govern- 
ment would  have  to  get  rid  of  that  policy  immediately.  There  would 
not  be  a  phaseout  nor  would  they  have  the  ability  to  use  that  at 
the  end  of  the  transition  period. 

The  one  remaining,  most  troublesome  policy  to  our  industry  is 
the  differential  export  tax  system.  I  can  understand  our  industry's 
concern  there.  I  am  as  frustrated  with  that  as  they  are.  The  only 
difference  is  that  it  costs  them  money;  all  it  does  is  cost  me  time 
and  flying  back  and  forth  across  the  ocean. 

We  tried  very  hard  to  get  that  policy  established  in  the  Dunkel 
text  as  a  recognized  export  subsidy;  but  because  it  is  not  a  rebate 
by  the  (Jovemment,  we  were  not  able  to  do  that. 

Nevertheless,  I  think  that  because  of  the  industry's  initiative 
with  respect  to  the  zero-for-zero  approach,  I  think  we  have  a  very 
good  shot  at  getting  our  arms  around  that  problem. 

So  after  that  long  speech,  I  think  the  sum  and  substance  is  that 
there's  no  question  that  the  reduction  in  the  Dunkel  text  will  come 
very  quickly  with  respect  to  our  industry;  but  I  think  the  climate 
is  changing. 

I  also  might  add  that  none  of  our  export  credit  programs  are  cap- 
tured under  the  export  subsidy  provision  of  Dunkel  which  is  quite 
important,  not  only  for  this  industry  but  for  others  in  agriculture; 
and,  of  course,  MPP  and  the  market  development  programs  aren't 
either,  and  none  of  the  food  aid  programs  are. 

Mr.  Johnson.  Does  the  administration  have  any  plans  to  deal 
with  the  additional  oil  that  may  not  move  as  a  result  of  reduction 
in  export  programs?  We  are  running  short  on  time.  I  will  grant  my- 
self enough  time  for  you  to  respond  to  that  question. 

Mr.  O'Mara.  The  answer  to  your  question  very  quickly  is  we 
would  use  programs  we  have  that  I  mentioned  in  my  statement  as 
aggressively  as  we  can  to  deal  with  that  problem. 

Mr.  Johnson.  All  right. 

Mr.  Smith. 

Mr.  Smith  of  Oregon.  Thank  you  very  much,  Mr.  Chairman. 

I  have  a  prepared  statement  I  would  like  inserted  in  the  hearing 
record. 

Mr.  Johnson.  Without  objection. 

Also,  any  prepared  statements  from  members  of  the  subcommit- 
tees will  appear  at  this  point  in  the  record. 

[The  prepared  statements  of  Mr.  Emerson  and  Mr.  Smith  of  Or- 
egon follow:] 
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STATEMENT  OF  CONGRESSMAN  BILL  EMERSON  ""'m/s""'""' 

BEFORE  THE  HOUSE  AGRICULTURE  GENERAL  FARM  COMMODITIES 

AND  THE  FOREIGN  AGRICULTURE  AND  HUNGER  SUBCOMMITTEES 

REVIEW  OF  OILSEED  TRADE  AND  MARKETING 

JULY  29,  1993 

Mr.  Chairman,  I  would  like  to  thank  you  and  Mr.  Penny,  along  with  Mr.  Allard  for 

holding  this  important  forum  on  the  short-  and  long-term  trade  outlook  for  an  industry  vital 

to  American  agriculture.     Certainly,  today's  soybean  producers  have  some  of  the  greatest 

challenges  that  they  have  faced  in  years  -  both  natural  and  man-made.    In  recent  times, 

American  soybean  producers  have  found  themselves  struggling  to  compete  against  domestic 

budget  cuts,  expanding  soybean  acreage  in  our  Southern  Hemisphere,  and  blatantly  unfair 

trade  practices  employed  by  our  foreign  competition. 

Unfortunately,  we  now  have  to  add  one  more  profit-stealing  item  to  the  list  of  hurdles 
the  American  soybean  farmer  must  face.  In  the  Midwest  today,  particularly  in  Missouri,  we 
are  fighting  raging  flood  waters  that  have  already  swallowed  up  thousands  of  acres  of  prime 
farmland.  Many  of  these  acres  would  have  been  dedicated  to  soybean  production;  however, 
the  rainfall  and  river  water  overwhelming  these  fields  have  seriously  reduced  Missouri's 
soybean  acreage  for  1993.  Moreover,  these  flood  conditions  and  the  inundation  of  farms 
from  flood  waters  now  threaten  the  future  productivity  of  these  acres  for  the  1994  crop  year 
and  possibly  beyond.  I  fear  it  will  be  many  months  and  possibly  years  before  much  of  the 
saturated  Missouri  soil  is  able  to  again  yield  a  crop. 
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Southern  Missouri's  farm  producers  have  yet  another  problem  in  addition  to  flood 
problems  that  the  already  beleaguered  tlood  victims  currently  face.  Throughout  much  of 
Southern  Missouri,  we  are  now  encumbered  with  drought  conditions!  The  dreadful  irony 
is  that  in  many  of  the  same  counties  folks  are  seeking  to  hold  off  the  Mississippi  River's 
torments,  farmers  are  feeling  the  affects  of  drought  conditions  which  add  a  double  threat  to 
the  Mid-South's  agricultural  production  efforts. 

As  soybean  market  prices  continue  to  rise,  I  sincerely  wish  this  were  due  more  to  our 
foreign  and  domestic  marketing  efforts  rather  than  Mother  Nature's  influence.  Today,  I 
hope  to  learn  what  actions  Congress  and  the  Administration  can  and  must  take  to  enhance 
the  profitability  of  our  domestic  soybean  industry  in  the  many  weeks,  months,  and  years 
ahead.  Specifically,  I  believe  we  must  continue  to  pursue  foreign  market  opportunities 
through  the  Export  Enhancement  Program.  Three  areas  that  I  feel  we  must  especially  target 
are  the  European  Community,  Argentina,  and  Brazil. 

Over  the  years,  there  has  been  no  agricultural  producer  who  has  suffered  more  at  the 
hands  of  unfair  foreign  competition  than  the  American  soybean  producer  and  the  domestic 
soybean  processing  industry.  We  must  continue  to  do  everything  possible  to  create  new 
markets  for  our  domestic  soybean  products,  and  expand  sales  in  currently  existing  markets 
both  in  the  U.S.  and  overseas.  I  look  forward  to  working  with  this  Committee  to  achieve 
that  goal. 
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STATEMENT  OF 

ROBERT  F.  SMITH 

BEFORE  THE 

JOINT  HEARING  OF  THE 

FOREIGN  AGRICULTURE  AND  HUNGER  & 

GENERAL  FARM  COMMODITIES  SUBCOMMITTEES 

JULY  29.  1993 


I'd  like  to  thank  the  chairman  of  these  two  Subcommittees  for  calling 
this  hearing  today. 

My  district  is  not  a  major  producer  of  oilseed  crops,  though  there  are 
ongoing  efforts  to  develop  a  canola  facility  and  sufficient  acreage  to  support 
it.   However,  I'd  like  to  take  this  opportunity  to  underscore  my  support  for 
any  and  all  efforts  to  export  oilseeds. 

It  is  my  belief  that  we  must  protect  and  expand  existing  export  markets 
for  all  U.S.  commodities  while  we  create  new  opportunities  for  agricultural 
trade.   Simply  put,  the  United  States  easily  produces  adequate  food  and  fiber 
for  our  domestic  market.   If  agriculture  is  to  thrive  in  this  nation,  we  will 
have  to  be  aggressive  in  the  international  marketplace. 

We  must  press  ahead  with  swift  approval  and  implementation  of  the  North 
American  Free  Trade  Agreement.   We  should  follow  up  with  similar  agreements  in 
the  Western  Pacific,  with  Japan,  Korea,  Thailand  and  others.   We  have  to  push 
for  a  successful  conclusion  of  the  Uruguay  Round,  if  for  no  other  reason  than 
to  clear  the  decks  for  discussion  of  many  bilateral  issues  that  currently 
languish. 

At  the  same  time,  we  should  utilize  all  of  our  export  tools,  the  Export 
Enhancement  Program,  the  GSM- 102/103  credit  guarantee  programs,  and  the  Market 
Promotion  Program  to  keep  the  pressure  on  our  competitors  that  use  unfair 
barriers  and  export  subsidies. 

During  the  last  six  years,  the  Reagan  and  Bush  Administrations  have  kept 
the  role  of  agriculture  prominent  in  the  Uruguay  Round  of  GATT  negotiations. 
In  free  trade  negotiations  with  Canada  and  Mexico,  with  the  Japanese  beef  and 
citrus  market  and  in  the  day-to-day  operation  of  U.S.  trade  policy, 
agricultural  issues  were  always  a  high  priority. 

At  this  point,  I  have  to  reserve  judgement  on  the  course  of  the  Clinton 
Administration.   The  Administration's  message  on  NAFTA  strikes  me  as 
contradictory  and  indecisive.   I  did  not  detect  a  major  role  for  agricultural 
trade  in  any  of  the  discussions  during  the  recent  G-7  meetings  in  Japan.   The 
assembly  of  the  Russian  aid  package  was  hesitant  and  in  the  end  spent 
considerable  resources  on  transportation  subsidies. 

Finally,  I  read  recently  that  the  President's  nominee  for  Assistant 
Secretary  of  Commerce  for  International  Trade,  Jeffery  Garten,  has  written, 
"If  there  is  a  good  time  for  Clinton  to  fight  the  farm  lobby,  it  is  at  the 
beginning  of  his  term.   America  has  critical  interests  in  the  rest  of  the 
negotiations,  which  deal  with  rules  for  financial  service,  foreign  investment 
and  copyright  and  patent  laws." 
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I  find  these  observations  most  ominous.   The  farmers  and  ranchers  in 
Oregon  want  to  earn  their  living  from  the  market.   They  know  that  to  do  this, 
they  have  to  export  their  products.   Washington  has  to  do  it's  part;  we  need  a 
trade  policy  that  is  imaginative,  conmiitted  and  alert  to  import  role  trade 
plays  in  agricultural  economics. 

I  believe  this  Committee,  and  In  general,  the  Congress  supports 
agricultural  trade.   Whether  it  is  an  Important  priority  for  the  Clinton 
Administration  remains  a  question  in  my  own  mind. 

(Attachment  follows:) 
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JUL  2  0  1993 

The  Food  &  Fiber  Letter 


A  PUBLICATION  OF  SPARKS  COMPANIES,  INC. 


Monday.  July  19,  1993  INSIDE  TH15  WEEX:  YOUR  EXECUTIVE  SUMMARY 

NOW  A  GOOD  TIME  TO  'HGHT  FARM  LOBBY?' 

President  Clinton  may  not  find  anytime  a  'good  lime  to  fight  the  farm  lobby,"  but  one  of  his  nomLnees 
for  a  key  trade  post  at  the  Qimmerce  Department  thinks  the  first  year  of  the  president's  term  might  be 
the  best  time  to  take  on  organized  agriculture  if  he  chooses  to  drop  the  contentious  agricultural  section 
froro  the  Uruguay  Round  negotiations  in  order  to  get  an  agreement  in  other  areas  this  year.  TTiat's  the 
advice  Cliiiton  received  from  Jeffrey  E.  Garten,  his  choice  to  be  assistant  secretary  of  commerce  for 
international  trade,  in  an  article  he  wrote  for  the  winter  1992-93  issue  of  Foreign  Affairs  fnagn'me. 

Garten  may  not  be  particularly  well  known  in  Washington  farm  policy  circles,  but  iBe  professor  of 
iniemational  finance  and  economics  at  the  Columbia  Graduate  School  of  Businesahiay  become  more 
familiar  as  farm  lobbyists  and  senators  take  to  reading  his  advice.  In  offering  thet^resident  general 
trade  policy  advice  for  his  first  100  days,  Garten's  outline  of  overall  strategy  for  resolving  the  long- 
standing Uruguay  Round  negotiations  that  may  raise  red  fiags  from  the  farm  sector. 

If  there  was  "even  a  chance  that  trade  tensions  will  have  increased,"  he  said  Clinton  'should  cut  a  deal 
with  the  European  Community,  however  imperfect,  and  bring  the  negotiations  to  an  end,"  adding  that 
"for  the  new  team,  the  imperative  is  to  be  able  to  move  ahead  on  trade  with  new  momentum  and  not  be 
dragged  dov/n  by  the  old  problems."  Garten  said,  "If  there  is  a  good  time  for  Clinton  to  fight  the  farm 
lobby,  it  is  at  the  beginning  of  his  term.  America  has  critical  interests  in  the  rest  of  the  negotiations, 
which  deal  with  rules  for  financial  service,  foreign  investment  and  copyright  and  patent  laws." 

Congress  may  not  be  happy  with  a  compromise  that  would  drop  agriculture,  he  says,  "but  the  pitch  to 
Capitol  Hill  would  go  this  way:  'The  Uruguay  Round  began  at  a  time  when  the  world  looked  much 
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different.  We  need  to  get  it  behind  us  now  so  that  we  can  get  on  with  the  post-Cold-War  agenda.  The 
compromises  are  the  best  we  can  do,  and  on  balance,  our  overall  interests  are  served  by  going 
forward."  A  Democratic  president  and  Democratic  Congress  'should  be  able  to  pull  it  off." 
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Mr.  Smith  of  Oregon.  Good  morning,  Mr.  O'Mara.  Welcome. 

Mr.  O'Mara.  Good  morning. 

Mr.  Smith  of  Oregon.  I  have  the  utmost  respect  for  you  and  for 
what  you  have  been  doing  these  many  years  with  regard  to  the 
Uruguay  Round.  I  think  you  have  outhved  three  or  four  Secretaries 
of  Agriculture,  three  or  four  United  States  Trade  Representatives, 
several  in  the  Department  of  Commerce. 

Congratulations. 

I  am  impressed  again  with  your  effort  and  your  tenacity  in  these 
very  difficult  trade  negotiations.  Thank  goodness,  we  have  continu- 
ity through  your  words  and  deeds  that  carry  this  country  with 
some  kind  of  continuity  through  the  various  changes  in  administra- 
tion, the  various  changes  in  the  management  agencies  that  seem 
to  turn  over  rapidly. 

I  am  interested  in  your  comment,  first,  on  a  letter  that  I  have 
before  me  quoting  one  of  the  President's  nominees  for  Assistant 
Secretary  of  Commerce  for  International  Trade,  Mr.  Jeffrey  Garten, 
writing  recommendations  before  his  confirmation,  as  I  understand, 
to  the  President,  suggesting  that  in  the  beginning  of  Mr.  Clinton's 
term,  it  is  time  that  we,  in  view  of  the  whole  GATT  negotiations, 
we  might  dump  agriculture  as  a  sticking  point  in  favor  of  rules  of 
financial  services,  foreign  investment,  copyright,  patent,  and  other 
programs. 

I  wanted,  in  view  of  that,  to  ask  you,  first  of  all  recognizing  that 
the  Uruguay  Round  was  founded  upon  the  view  that  agriculture 
should  be  its  first  negotiation  point,  has  there  been  anyone  from 
the  administration  or  from  the  Department  of  Commerce  who  has 
asked  you  to  negotiate,  eliminate  agriculture  as  a  first  step  and  ne- 
gotiate the  rest  of  the  GATT  negotiations  without  agriculture? 

Mr.  O'Mara.  No,  sir. 

Mr.  Smith  of  Oregon.  Good. 

I  ask  you  that  only  because — I  have  and  I  want  to  submit  this 
for  the  record,  as  an  attachment  to  my  prepared  statement,  an  arti- 
cle dated  July  19,  1993,  Mr.  Chairman,  simply  because  this  is  only 
one  man's  view.  I  respect  your  point  of  view.  I  think  it  would  be 
tragic  if  anybody  started — ^began  at  this  late  date  to  derail  the  ne- 
gotiations on  behalf  of  these  other  interests  and  dumping  agri- 
culture in  so  doing. 

Mr.  Johnson.  Without  objection,  it  will  be  received  into  the 
record. 

Mr.  Smith  of  Oregon.  Thank  you,  Mr.  Chairman.  At  a  time  we 
are  here  chopping  away  at  the  budget,  I  would  like  to  get  your  pro- 
fessional advice  with  respect  to  the  aid  packages  we  have.  I  heard 
you  twice  say  that  they  are  exempt  from  these  negotiations,  espe- 
cially export  enhancement  market  promotion.  I  assume  you  meant 
GSM- 102  and  -103  loans? 

Mr.  O'Mara.  Correct. 

Mr.  Smith  of  Oregon.  So  we  can  retain  those  tools  that  we  use 
so  effectively  and  efficiently  to  maintain  our  market  share.  How 
important  is  it  to  maintain  market  promotion  which  we  sliced;  ex- 
port enhancement,  which  we  squeezed;  and  GSM- 102  and  -103 
loans  which  again  are  important  in  my  opinion. 

Are  they  important  in  your  spin? 
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Mr.  O'Mara.  Oh,  absolutely,  Mr.  Smith.  I  think  that  that  is  a 
very  useful  and  visionary,  if  I  might  say,  point  you  are  making.  By 
visionary,  I  mean  that  what  makes  sense  for  U.S.  agriculture  in 
terms  of  growth,  if  we  are  going  to  have  policies  that  will  create 
growth  for  our  producers  the  rest  of  this  decade  to  the  new  century, 
it  seems  to  me  we  have  to  have  a  combination  of  substantial  trade 
utilization  as  well  as  the  ability  to  provide  credit  in  the  case  of  the 
GSM  programs. 

Because  clearly,  this  is  a  bit  simplistic;  but  on  the  one  hand,  you 
have  all  those  trade  barriers  around  the  world  that  create  com- 
plications for  our  producers  to  improve  their  income  prospects;  at 
the  same  time,  it  is  obvious  that  there  is  a  huge  group  of  countries 
for  which  there  is  a  substantial  need  for  agricultural  goods  which 
have  severe  credit  problems.  I  think  they  must  go  hand-in-hand. 

Mr.  Smith  of  Oregon.  I  thank  the  gentleman. 

Mr.  Johnson.  Mr.  Penny,  the  cochairman  joins  us,  but  is  waiving 
any  questions. 

Mr.  Barlow. 

Mr.  Barlow.  I  just  want  to  say  how  much  I  appreciate  you  as 
a  career  civil  servant  hanging  in  there  through  the  years  and  push- 
ing this  down  to  a  point  of  success.  Western  Kentucky,  as  you  all 
well  know,  is  a  strong  agricultural  region  and  our  oilseeds  and  soy- 
beans are  an  important  part  of  our  production. 

It  is  wonderful  to  be  able  to  take  back  to  the  farmers  in  our  re- 
gion, who  are  hard  pressed  right  now  with  the  droughts  and  floods, 
that  we  are  going  to  have  to  have  breakthroughs  here  not  just  this 
year  but  in  the  years  ahead. 

If  you  would  bear  with  me,  I  would  like  to  compliment  Mr.  Smith 
on  his  secondary  tobacco  smoke.  I  appreciate  it  very  deeply.  I  know 
many  people  in  this  room  appreciate  it.  Keep  it  coming. 

Mr.  Smith  of  Oregon.  Thank  you. 

Mr.  O'Mara.  Blow  some  down  this  way. 

Mr.  Barlow.  Notice  the  tenor  of  the  whole  hearing  is  uplifted 
this  morning.  I  think  that  has  a  lot  to  do  with  it. 

I  would  just  like  to  ask  for  the  record — I  am  a  new  member.  If 
you  could  give  me  background  quickly — I  know  we  are  limited  for 
time.  What  effect  does  the  current  budget  bill  have  on  our  ability 
to  enhance  exports  and  fight  foreign  subsidies? 

If  you  have  a  quick  response  there,  I  would  appreciate  it. 

Mr.  O'Mara.  I  don't  know  where,  frankly,  Mr.  Barlow  the  rec- 
onciliation stands  with  respect  to  programs  such  as  MPP  or  the  co- 
operator  program.  I've  been  in  Geneva  the  last  week  or  so.  But  ob- 
viously, we  would  hope  that  even  with  the  clear  need  to  cut  the 
budget,  that  these  kinds  of  programs  are  maintained  so  they  are 
effective  in  carrying  out  our  longer  term  need  to  expand  our  export 
opportunities.  That  is  where  we  get  growth  in  the  U.S.  agricultural 
sector.  We  cannot  eat  much  more  in  this  country.  We  have  to  get 
that  consumption  in  the  rest  of  the  world. 

Mr.  Barlow.  We  are  going  to  make  sure  that  they  are  protected, 
going  ahead  with  the  budget  bill,  the  reconciliation. 

Mr.  O'Mara.  Yes,  sir. 

Mr.  Barlow.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Johnson.  Mr.  Ewing. 
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Mr.  EwiNG.  Thank  you,  Mr.  Chairman.  To  my  colleague,  Mr. 
Barlow,  maybe  we  can  send  Mr.  Smith  over  to  your  side  with  his 
pipe.  That  is  better  than  cigars. 

Mr.  Barlow.  Oh,  no;  they  are  equal  in  their  merits. 

Mr.  EwiNG.  Mr.  O'Mara,  I  think  the  point  has  been  made,  but 
I  would  just  like  to  reiterate,  that  I  think  many  of  us  feel  very 
strongly  that  the  agricultural  segment  of  the  GATT  negotiations 
should  not  be  shorted  or  left  out  in  any  final  agreement.  I  want  to 
make  that  point  exceedingly  strong  to  you  as  one  of  our  nego- 
tiators, that  that  is  very  important  in  my  district  and  to  Illinois 
and  to  large  parts  of  this  country. 

Just  one  simple  question:  When  are  we  going  to  complete  the 
GATT  negotiations?  Within  a  month?  A  60-day  period? 

Mr.  O'Mara.  Mr.  Ewing,  would  you  ask  Mr.  Smith  to  blow  more 
smoke  my  way? 

Mr.  Ewing.  Maybe  it  has  got  to  me.  I  don't  know. 

Mr.  O'Mara.  I  think  it  is  about  as  risky  to  predict  the  end  of  the 
Uruguay  Round  as  it  is  the  weather.  There  certainly  seems  to  me 
that  there  is  a  sense  that  at  the  end  of  this  year,  and  not  only  be- 
cause of  the  administration's  fast-track  authority,  to  conclude  it  by 
the  end  of  this  year.  I  think  there  is — the  best  shot  that  I  have 
seen  in  recent  years  to  conclude  by  the  end  of  the  year. 

Mr.  Ewing.  Thank  you. 

I  wish  you  every  luck.  I  would  like  to  see  that. 

Mr.  Johnson.  Mr.  Minge. 

Mr.  Minge.  Thank  you  for  being  here. 

Mr.  Smith,  your  smoke  is  best  over  on  that  side,  I  am  sure.  I  am 
not  one  of  those  fans. 

With  respect  to  the  GATT  negotiations  and  export  policy,  one 
concern  that  I  have  is  the  availability  not  just  of  the  market  but 
of  a  price.  What  I  have  seen  too  often  with  agricultural  products 
is  that  we  have  the  opportunity  to  sell  but  the  increased  volume 
just  means  we  have  more  red  ink  at  the  bottom  line.  If  we  do  not 
have  a  decent  price  for  what  we  are  exporting,  what  is  it  worth, 
at  least  to  the  American  farmer  that  is  producing  that  product? 

I  would  like  to  know  what  you  see  as  being  the  prospects  after 
all  of  these  negotiations  are  completed  of  having  export  opportuni- 
ties at  a  price  where  the  American  farmer  is  not  losing  money  on 
what  he  is  selling? 

Mr.  O'Mara.  I  agree  with  you,  Mr.  Minge.  The  value  of  just  mov- 
ing volume  is  not  necessarily  of  benefit  to  producers.  Obviously, 
that  is  the  central  goal  of  what  we  are  trying  to  do  both  in  terms 
of  trade  negotiation  as  well  as  the  operation  of  the  Department  pro- 
grams. 

I  think  that  with  the  Uruguay  Round  completion,  for  example, 
and  with  the  general  reduction  of  subsidies  around  the  world,  ei- 
ther through  direct  export  subsidization  or  for  producer  incentives 
that  create  production  for  which  there  is  no  market,  I  think  that 
as  that  trend  continues,  which  indeed  has  been  the  case  over  the 
last  couple  of  years,  we  will  see  price  strengthening  in  the  world 
market.  That  only  has  benefit  for  all  our  producers. 

Mr.  Minge.  Is  there  anything  that  we  can  point  to  in  other  trade 
areas  that  would  indicate  that  there's  a  hope  for  long-term  stability 
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in  price  if  we  go  to  a  World  Bank,  market  pricing  system  which  is 
freed  from  Government  subsidies? 

Mr.  O'Mara.  I  think  we  are  a  long  way  from  that  one.  I  do  not 
think  it  is  possible  to  foresee  even  by  the  end  of  this  century  a  situ- 
ation where  there  aren't  subsidies  used  by  this  Government  and 
others  in  agriculture. 

I  think  that  as  the  trend  toward  reducing  those  subsidies  contin- 
ues, that  is  happening  here  for  budgetary  reasons;  it  is  happening 
in  other  countries  for  budget  taxpayer  reasons;  and  the  Uruguay 
Round  will  help  support  a  continuation  of  that  across  countries 
that  are  not  having  budgetary  problems.  I  think  as  that  progresses, 
there  will  be  a  drop  in  production  that  is  only  occurring  because 
of  Government  incentive  or  Government  subsidy;  and  that  will  im- 
prove the  trading  environment  and  it  will  improve  the  price  of 
these  commodities. 

Mr.  MiNGE.  The  second — just  to  follow  up  on  that,  it  is  an  abid- 
ing concern  to  me.  I  see  we  have  gained  nothing  if  we  have  opened 
up  markets  to  lose  more  money. 

Mr.  Smith  of  Oregon.  Will  the  gentleman  yield  on  that  point? 

Mr.  Barrett,  tell  them  about  the  Japanese  beef  breakthrough,  1 
billion  dollars'  worth  of  beef  we  send  to  Japan  now.  It  is  a  $2  bil- 
lion market.  We  raised  exports  of  beef  from  zero  in  1980  to  about 
67  percent  of  our  production  today.  That  is  the  reason  we  have  a 
high  price  of  beef  in  America.  The  reason  is  he  was  standing  there, 
almost  took  the  Takeshita  government  to  the  ground;  and  we  have 
1  billion  dollars'  worth  of  meat  in  Japan.  That  is  a  success  story. 

Mr.  O'Mara.  Yes.  There  are  many  others  like  that.  Even  in  the 
oilseed  sector,  we  anticipate  in  the  NAFTA  there  will  be  some- 
where around  half-a-billion  dollar  improvement  in  income  not  ex- 
ports, but  income  of  U.S.  oilseeds  producers  as  a  result  of  the 
NAFTA  agreement. 

Mr.  Smith's  point  on  beef  with  respect  to  Japan  and  citrus  with 
respect  to  Japan  is  a  very  good  one  as  well. 

Mr.  MiNGE.  I  have  an  abiding  concern  even  with  livestock  ex- 
ports that  if  those  livestock  exports  are  profitable  because  feed 
grains  are  being  sold  at  a  loss,  again  the  American  crop  farmer  is 
not  seeing  the  benefit  from  this  opportunity,  at  least  not  at  this 
time.  Hopefully  he  will  in  the  future.  I  think  that  that  is  a  binding 
kernel. 

I  would  just  like  to  make  one  other  statement.  That  is  in  addi- 
tion to  having  good  markets,  I  think  we  need  to  have  price  stability 
rather  than  the  wild  fluctuations.  As  I  see  it,  nobody  wants  world 
hunger. 

As  a  consequence,  we  have  to  have  surplus  production  to  avoid 
that  hunger  situation.  With  a  surplus  hanging  over  the  market,  it 
always  has  a  depressing  price  effect  and  leads  to  wild  price  fluctua- 
tions. I  assume  that  this  is  one  of  the  things  that  you  are  pursuing 
as  part  of  your  trade  negotiating  tactics? 

Mr.  O'Mara.  I  think  with  respect  to  the  last  point,  the  hunger 
that  exists  is  a  function  of  lack  of  income.  It  is  not  a  function  of 
lack  of  supply  of  commodities.  What  has  to  be  addressed  is  the  lack 
of  income  problem. 

Mr.  Johnson.  Mr.  Barrett. 

Mr.  Barrett.  Thank  you,  Mr.  Chairman. 
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Mr.  Smith,  I  have  to  say  to  you  I  rather  enjoy  the  smell  of  an 
old  pipe.  I  do  compare  it  with  Mr.  Smith's  comments  on  exporting 
beef  to  the  Pacific  Rim. 

My  apologies,  Mr.  O'Mara,  for  not  hearing  all  of  your  testimony. 
You  may  have  touched  on  something  that  is  very  close  to  a  lot  of 
us.  That  is  the  disaster  that  is  happening  in  the  Middle  West  and 
elsewhere. 

Perhaps  this  is  an  aside;  if  you  have  touched  on  it,  my  apologies. 
I  am  interested  in  knowing,  if  you  can  tell  me,  approximately  how 
many  acres  or  how  many  bushels  of  soybeans  we  might  be  losing 
as  a  result  of  the  floods  in  the  Middle  West  and  perhaps  the 
drought  in  the  Southeast?  Can  you  give  me  some  idea? 

Mr.  O'Mara.  Mr.  Barrett,  I  certainly  will  try.  I  am  not  up-to-date 
as  I  should  be  on  that  point. 

Nevertheless,  the  Department  did  reduce  its  soybean  crop  esti- 
mate on  probably  the  12th  of  July;  and  we  will  make  our  next  esti- 
mate, I  think,  on  it  probably  on  the  11th  or  12th  of  August.  I  have 
just  been  told  that  that  is  correct. 

I  think  it  would  be  very  inappropriate  if  I  were  to  speculate  as 
to  what  that  number  may  look  like  at  this  stage.  There  are  fore- 
casters that  are  saying  that  the  Department's  number  published  in 
July  was  too  high.  But  if  I  also  recall  correctly,  this  crop  report, 
the  one  that  will  come  out  in  August,  is  also  the  first  one  that  we 
do  from  actual  surveys. 

So  at  this  point  in  time,  there  is  really  nothing  more  that  I  could 
say;  that  number  will  be  public  in  2  weeks.  Obviously,  we  are  very 
concerned  about  the  situation. 

Mr.  Barrett.  Yes;  I  am,  too.  We,  unfortunately,  continue  to  im- 
port 2  to  3  million  bushels  of  soybeans  each  year? 

Mr.  O'Mara.  We  do  import  a  good  deal  of  mostly  rapeseed  oil.  I 
don't  think  we  are  importing  any  soybeans. 

The  trade  is  significantly  in  our  export  benefit. 

Mr.  Barrett.  Then  the  obvious  question,  at  least  to  me,  if  we  are 
going  to  experience  considerable  losses  nationwide,  is  it  fair  to  ex- 
pect that  imports  will  increase  next  year  to  offset  these  losses? 

Mr.  O'Mara.  I  think  it  is  too  premature  to  say,  frankly,  because 
we  do  not  know  for  sure  just  what  the  supply  situation  is  yet.  Al- 
though there  will  be  a  better  indication  of  that  in  the  August  crop 
report,  though  that  still  may  be  a  little  too  early  to  tell  for  absolute 
certain. 

Mr.  Barrett.  The  August  crop  report  will  at  least  give  us  some 
indication? 

Mr.  O'Mara.  That  will  certainly  give  us  a  better  indication  than 
the  report  that  was  released  in  July.  That  does,  if  I  remember  cor- 
rectly, come  from  actual  surveys  rather  than  statistical  prognos- 
tications. I  cannot  think  of  the  word.  Statistical  forecasting. 

Mr.  Barrett.  Projections? 

Mr.  O'Mara.  Thank  you,  sir. 

Mr.  Barrett.  Thank  you.  We  appreciate  you  coming. 

Thank  you,  Mr.  Chairman. 

Mr.  Johnson.  Ms.  Long. 

Ms.  Long.  Thank  you,  Mr.  Chairman.  I  just  arrived  so  I  am  not 
familiar  with  all  the  questions  that  have  been  asked,  Mr.  O'Mara. 
Welcome.  My  staff  informed  me  that  the  chairman  asked  you  some 
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questions  about  the  likely  impact  of  the  export  subsidies  in  the 
Dunkel  text  on  vegetable  oil  exports.  I  would  like  you  to  elaborate 
a  little  bit  if  you  would  on  how  much  U.S.  oil  would  no  longer  be 
exported  annually  if  we  have  an  immediate  and  sharp  reduction  in 
the 

Mr.  O'Mara.  I  understand  your  question,  Ms.  Long. 

Ms.  Long.  I  think  you  touched  on  that. 

Mr.  O'Mara.  We  did  touch  on  that.  I  would  be  happy  to  go  over 
that  again,  if  you  wish. 

Ms.  Long.  OK. 

Mr.  O'Mara.  There  is  no  question  there  will  be  a  sharp  reduction 
under  the  current  language  of  the  Dunkel  text  with  regard  to  vege- 
table oil  exports  that  benefit  from  the  EEP,  SOAP,  COAP  grants. 
It  is  important  to  point  out,  though,  that  vegetable  oil  exports  that 
are  implemented  under  food  aid  programs,  the  export  credit  pro- 
grams, and  market  development  programs  are  all  excluded  from 
this  reduction. 

It  is  also,  I  think,  useful  to  note  that  the  biggest  problems  our 
industry — and  Lord  knows  how  much  time  is  spent  on  this  subject 
in  the  last  5  or  7  years — has  been  the  practices  of  the  European 
Community.  Under  the  current  policy,  we  don't  expect  it  to  change, 
hopefully,  the  EC  is  no  longer  exporting  vegetable  oil  with  direct 
subsidies.  The  one  remaining  and  important  problem  are  the  prac- 
tices used  in  Argentina  and  Brazil. 

Under  the  Dunkel  text,  they  will  not  be  able  to  continue  their  re- 
bate, direct  rebate,  direct  Government  rebate  to  the  processor  be- 
cause of  the  way  that  the  base  period  treats  the  practice.  And  that 
leads  to  the  differential  export  tax  which  is  the  biggest  problem  we 
have  not  yet  been  able  to  get  under  control.  We  hope,  working  with 
our  industry  through  their  zero-for-zero  initiative — and  I  think  we 
have  a  fairly  good  shot  at  achieving  it — we  hope  that  as  we  pursue 
this  in  Geneva  in  the  concluding  months,  hopefully  concluding 
months  of  the  Uruguay  Round,  we  will  be  able  to  get  our  arms 
around  that  problem  as  well. 

So,  long  explanation.  The  answer  clearly  is  that  our  ability  to  use 
the  programs  of  SOAP,  COAP,  and  EEP  will  be  reduced  sharply 
under  the  Dunkel  text. 

Ms.  Long.  What  I  am  really  interested  in  is  the  net  impact. 

Mr.  O'Mara.  I  cannot  give  you  a  number  unfortunately.  Even 
under  the  Dunkel  text,  we  will  be  able  to  export  something  like 
140,000  metric  tons,  if  I  remember  correctly,  at  the  end  of  the  tran- 
sition period  under  those  three  programs.  I  don't  know  the  net  ef- 
fect. 

But  we  could  give  you  a  fair  shot  at  the  benefits  we  would  expect 
that  would  ensue  if  the  Dunkel  text  survives  and  the  Argentine  re- 
bate system  disappears  on  the  first  day;  and  if  we  are  able  to  deal 
with  a  differential  export  tax.  I  would  be  happy  to  try  to  get  infor- 
mation for  you  there  to  give  you  an  idea  of  that. 

Ms.  Long.  I  would  appreciate  that. 

Thank  you. 

Mr.  Johnson.  Mr.  Allard. 

Mr.  Allard.  Thank  you,  Mr.  Chairman. 

I  am  just  going  over  your  testimony.  I  would  like  to  apologize  to 
the  witness  that  I  did  not  get  here  on  time.  I  had  a  conflict  in  my 
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schedule.  I  appreciate  your  coming.  I  have  no  questions  specifically 
to  ask  at  this  time. 

Mr.  Johnson.  Mr.  Pomeroy. 

Mr.  Pomeroy.  Pass. 

Mr.  Johnson.  Mr.  O'Mara,  we  appreciate  your  testimony  today. 

Let  me  ask  one  concluding  question.  I  will  take  the  liberty  of 
doing  that  and  making  a  comment.  I  know  you  are  aware  that 
there  was  a  rumor  around  this  town  several  weeks  ago  in  regard 
to  whether  or  not  there  would  be  a  vegetable  oil  EEP  package  this 
year.  It  caused  a  lot  of  interest  throughout  the  industry  and  here 
on  the  Hill. 

I  think  I  speak  for  most  of  the  members  of  the  Agriculture  Com- 
mittee when  I  say  I  hope  the  administration  will  put  forward  an 
aggressive  package  on  EEP's.  It  will  send  a  message  that  we  will 
continue  to  be  an  aggressive  competitor  on  the  international  scene 
until  we  are  satisfied  that  the  EC  will  be  following  the  spirit  and 
letter  of  the  Blair  House  Agreement. 

Could  you  tell  us  very  briefly  whether  the  Department  has  begun 
assembling  the  fiscal  year  1994  vegetable  oil  EEP  allocations  and 
whether  you  think  there  will  or  will  not  be  difficulty  getting  the 
package  through  the  interagency  process? 

Mr.  O'Mara.  It  is  always  difficult,  Mr.  Chairman,  no  matter 
what  the  subject  is. 

I  can  assure  you  that  to  answer  your  first  question,  we  are  ac- 
tively putting  that  package  together  these  days.  Our  objective  is  to 
get  the  homework,  so  to  speak,  completed  in  plenty  of  time  for 
interagency  review  so  that  such  a  collection  of  initiatives  can  be  an- 
nounced well  before  the  October  1  beginning  of  the  next  marketing 
year. 

Mr.  Johnson.  Any  comment  about  a  vegetable  oil  EEP  advan- 
tage? 

Mr.  O'Mara.  I  am  probably  not  being  clear.  We  are  working  on 
the  vegetable  oil  package  now.  Our  objective  is  to  get  that  to  the 
interagency  process  in  plenty  of  time  for  their  wise  consideration 
and  to  have  it  announced  well  before  October  1,  beginning  of  the 
next  marketing  year. 

Mr.  Johnson.  Thank  you,  Mr.  O'Mara. 

Mr.  O'Mara.  Thank  you,  sir. 

Mr.  Johnson.  We  will  proceed  to  the  second  panel.  That  panel 
consists  of  Mr.  Steve  Yoder,  president  of  the  American  Soybean  As- 
sociation of  Washington,  DC;  Mr.  Alan  States,  member  of  the  board 
of  the  National  Sunflower  Association,  from  Logan,  Kansas;  Mr. 
John  G.  Reed,  Jr.,  vice  president.  International  Archer  Daniels 
Midland,  Inc.  and  chair  of  the  National  Oilseed  Processors  Associa- 
tion, foreign  policy  committee  from  Decatur,  Illinois;  and  Mr.  John 
Burritt,  executive  vice  president,  National  Sun  Industries  and 
member  of  the  executive  committee.  National  Oilseed  Processors 
Association,  Minneapolis,  Minnesota. 

If  you  all  would  come  forward  at  this  time. 

I  want  to  welcome  you  all  to  this  joint  subcommittee  hearing.  We 
appreciate  your  joining  us  here  today  to  shed  light  and  insights  on 
the  oilseed  industry  in  our  current  circumstances.  I  think  in  order 
to  proceed  in  the  most  expeditious  fashion,  we  will  take  the  testi- 
mony from  each  of  the  four  gentlemen  and  then  open  it  to  ques- 
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tions  from  the  subcommittees  at  the  conclusion  of  everyone's  com- 
ments. 

All  of  your  full  written  statements  are  received  for  the  record. 
You  may  choose,  if  you  wish,  to  summarize  your  statement.  We  will 
try  to  abide  by  the  5-minute  light  in  order  to  make  sure  that  we 
have  ample  opportunity  for  questions  from  the  members  of  the  sub- 
committees. 

So  bear  with  us  with  the  5-minute  rule  restriction. 

I  would  ask  members  of  the  subcommittees  also  to  abide  by  the 
5-minute  rule  in  their  questions. 

So  we  will  proceed  first  with  Mr.  Yoder. 

STATEMENT  OF  STEVE  YODER,  PRESIDENT,  AMERICAN 
SOYBEAN  ASSOCIATION 

Mr.  Yoder.  Good  morning,  Mr.  Chairman,  members  of  the  sub- 
committees. I  appreciate  the  privilege  of  being  here  today  to  rep- 
resent American  soybean  farmers  and  the  American  Soybean  Asso- 
ciation. I  appreciate  your  providing  this  opportunity  to  present 
ASA's  views  on  oilseed  trade  and  marketing  issues  facing  our  in- 
dustry in  1993  and  beyond. 

As  you  are  aware,  Mr.  Chairman,  the  situation  in  which  the  U.S. 
oilseed  industry  finds  itself  with  regard  to  the  Uruguay  Round  has 
a  long  and  complicated  history. 

I  have  outlined  our  basic  concerns  with  the  final  draft  act  pro- 
posed by  past  GATT  Director  General  Arthur  Dunkel  in  my  pre- 
pared statement.  I  have  also  described  a  proposal  our  industry  is 
fully  united  behind  to  eliminate  all  global  tariffs  and  export  sub- 
sidies on  oilseeds  and  oilseed  products  in  the  market  access  agree- 
ment currently  being  negotiated  in  Geneva. 

For  purposes  of  brevity,  Mr.  Chairman,  I  will  dispense  with  the 
reading  of  my  statement  but  would  like  to  make  the  following  ob- 
servations. First,  more  than  any  other  sector  in  U.S.  agriculture, 
oilseed  producers  in  this  country  had  the  most  to  gain  from  a  suc- 
cessful Uruguay  Round.  Since  the  1950's,  soybeans  became  a  major 
crop  for  both  domestic  and  foreign  markets  because  of  our  effi- 
ciencies in  production,  processing,  and  marketing  rather  than  as  a 
result  of  Government  support. 

If  the  Uruguay  Round's  original  goal  of  eliminating  trade  distort- 
ing practices  in  all  countries  could  be  achieved,  the  oilseed  industry 
would  be  in  an  ideal  position  to  expand  exports  into  protected  mar- 
kets around  the  world. 

Second,  our  success  in  establishing  oilseed  production  with  only 
minimal  Government  support  made  us  highly  vulnerable  to  sub- 
sidies provided  by  (Governments  of  the  European  Community  and 
South  America  to  their  oilseed  farmers,  processors,  and  exporters. 
This  process  has  been  encouraged  by  USDA's  vigilant  defense  of 
foreign  markets  for  exports  of  U.S.  wheat,  barley,  and  other  pro- 
gram crops  over  the  past  10  years  which  made  oilseed  production 
more  attractive  to  our  competition. 

Third,  the  Blair  House  Agreement  resolving  the  ASA's  301  com- 
plaint against  the  EC  oilseed  regime  did  not  come  close  to  meeting 
American  soybean  farmers'  demands.  It  was,  however,  in  our  view 
probably  the  best  deal  possible  at  the  time.  The  acreage  cap  and 
restriction  on  oilseeds  used  for  industrial  purposes  will  be  a  night- 
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mare  to  enforce  and  will  likely  lead  to  renewed  legal  action  on  our 
part. 

Fourth,  I  want  to  emphasize  that  while  resolution  of  the  oilseed 
301  case  was  a  necessary  precondition  for  completing  the  agricul- 
tural negotiations  at  the  Uruguay  Round,  the  Blair  House  Agree- 
ment did  not  address  or  resolve  the  U.S.  oilseed  industry's  basic 
problem  with  the  draft  final  act  as  proposed  by  former  GATT  Di- 
rector General  Arthur  Dunkel  in  December  1991. 

Our  problem  remains  that  the  Dunkel  text  requires  no  meaning- 
ful reform  in  either  the  internal  support  for  the  export  subsidy  pro- 
grams of  our  principal  competitors  in  the  EC  and  South  America. 
However,  it  would  require  an  immediate  cut  of  73  percent  in  the 
volume  of  U.S.  vegetable  oil  exported  under  the  EEP,  sunflower 
and  cottonseed  oil  programs.  This  would  leave  more  than  550,000 
tons  of  vegetable  oil  per  year  without  a  market,  burdening  already 
heavy  U.S.  soybean  oil  supplies  and  depressing  U.S.  oilseed  prices. 

Finally,  Mr.  Chairman,  we  want  to  make  clear  U.S.  soybean  pro- 
ducers remain  committed  to  supporting  a  good  GATT  agreement  if 
one  can  be  reached  at  this  late  date.  We  are  told  by  the  administra- 
tion that  the  internal  support  and  export  subsidy  provisions  of  the 
Dunkel  text  cannot  be  reopened  without  unraveling  the  overall 
agreement.  If  so,  the  only  means  for  achieving  a  good  agreement 
is  in  the  area  of  market  access. 

ASA  and  the  other  national  oilseed  organizations  are  united  in 
supporting  complete  elimination  of  global  tariffs  on  oilseeds  and  oil- 
seed products  in  the  Uruguay  Round.  This  would  include  the  cur- 
rent 22.5  percent  duty  on  imported  oilseed  oil.  We  also  support 
eliminating  all  export  duties  on  other  oilseeds  and  products.  We 
are  prepared  to  take  this  step  if  all  major  oilseed  exporting  and  im- 
porting countries  agree  to  do  the  same. 

This  is  a  bold  approach.  We  appreciate  your  consideration. 

[The  prepared  statement  of  Mr.  Yoder  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Johnson.  Mr.  States. 

STATEMENT  OF  ALAN  STATES,  MEMBER,  BOARD  OF 
DIRECTORS,  NATIONAL  SUNFLOWER  ASSOCIATION 

Mr.  States.  Good  morning,  Mr.  Chairman,  members  of  the  sub- 
committees, I  am  Alan  States,  a  wheat,  grain,  sorghum,  corn,  and 
sunflower  producer  from  Logan,  Kansas.  I  appear  before  you  today 
representing  the  National  Sunflower  Association  upon  which  I 
serve  as  a  member  of  the  board  of  directors. 

Mr.  Chairman,  Steve  Yoder  of  the  American  Soybean  Association 
has  provided  an  excellent  summary  of  the  background  and  provi- 
sions of  the  proposal  advanced  by  former  GATT  Director  General 
Arthur  Dunkel.  I  would  like  to  supplement  those  remarks  from  the 
perspective  of  an  individual  producer. 

I  began  growing  sunflowers  as  a  crop  in  my  rotation  in  1982. 
There  are  very  few  choices  for  rotation  crops  with  wheat  in  my  part 
of  the  country.  I  stopped  growing  sunflowers  in  1985.  That  is  when 
that  year's  farm  bill  changed  the  considered-planted  credit  for 
nonprogram  crops  planted  on  a  wheat  base.  The  return  for  sun- 
flowers is  higher  than  for  wheat  and  other  program  crops  in  my 
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area  of  west  central  Kansas,  but  is  not  worth  losing  the  wheat  base 
or  eligibility  for  deficiency  payments. 

Since  the  1990  farm  bill  opened  up  the  option  to  plant  alter- 
native oilseeds  on  wheat  base  under  the  0/92  program,  I  returned 
to  growing  sunflowers.  I  now  am  able  to  maximize  my  net  return 
and  partially  offset  reduced  Government  income  support  due  to  the 
triple  base. 

I  had  the  opportunity  a  couple  of  years  ago  to  compare  the  effi- 
ciencies of  my  farm  in  Kansas  with  one  of  England's  top  wheat  pro- 
ducers. One-on-one,  he  was  forced  to  admit  that  modern  U.S.  farm- 
ing technology  and  economies  of  scale  result  in  lower  production 
costs  here  than  in  Europe. 

Now,  I  mention  these  personal  experiences  in  order  to  make  a 
basic  point.  Oilseed  production  in  rotation  with  other  crops  is  im- 
portant to  the  production  efficiencies  of  U.S.  farmers  and  to  their 
profitability.  Government  actions  that  disadvantage  oilseed  produc- 
tion reduce  our  competitiveness  in  the  world  market  for  all  crops. 

It  is  in  this  context  that  the  inequitable  treatment  of  U.S.  vegeta- 
ble oil  export  programs  in  the  Dunkel  proposal  would  do  more  than 
undercut  our  exports  of  sunflower,  soybean,  and  cottonseed  oil.  It 
could  possibly  reduce  the  oil-type  acreage  by  as  much  as  40  per- 
cent, which  is  a  proportion  of  the  annual  production  shipped  under 
those  programs. 

This,  in  turn,  would  likely  cause  the  closure  of  at  least  one  of  the 
three  sunflower  crushing  plants  in  either  the  Dakota/Minnesota 
area  or  possibly  the  new  plant  in  Goodland,  Kansas.  Farmers 
would  lose  an  important  crop  rotation  while  workers  in  the  closed 
plants  and  related  industries  would  lose  their  jobs. 

It  is  difficult  to  reconcile  those  very  possible  scenarios  with  the 
original  goal  of  the  Uruguay  Round,  that  is,  to  eliminate  unfair 
trade  practices  around  the  world.  How  can  one  of  the  most  efficient 
agricultural  industries  be  the  most  likely  victim  of  an  agreement 
intended  to  liberalize  trade? 

Given  the  built-in  incentives  of  the  European  agricultural  indus- 
try to  stimulate  overproduction — and  this  is  important,  this  is  an 
indirect  export  subsidy  and  is  very  distorting.  The  only  sure  way 
to  bring  EC  oilseed  output  and  exports  under  control  is  to  sever  the 
link  between  the  requirement  to  plant  and  produce  a  crop  and  the 
income  support  payment. 

Unfortunately,  the  United  States  accepted  the  CAP  production- 
pajrment  link  as  GATT-legal  in  the  Blair  House  Agreement.  I  might 
add  that  the  United  States  has  yet  to  abandon  all  of  its  trade-dis- 
torting incentives  to  produce. 

The  last  two  farm  bills  moved  farm  policy  toward  a  more  level 
playing  field — allowing  producers  to  choose  the  crops  that  would 
provide  the  best  market  return  without  regard  to  the  Federal  farm 
program  requirements  and  benefits. 

However,  this  year's  reconciliation  process  is  showing  that  the 
congressional  agricultural  committees  may  be  questioning  the  ben- 
efits of  planting  flexibility.  Rather  than  making  spending  cuts 
through  an  increase  in  normal  flex  acres  under  triple  base,  we  have 
instead  had  a  reduction  in  benefits  under  the  0/92  program  for 
idled  base  acres.  Depending  upon  prices,  this  will  encourage  the  re- 
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turn  of  several  million  acres  of  production  of  surplus  wheat  and 
feed  grains. 

The  trade  implications  for  such  a  change  in  domestic  farm  policy 
is  significant  and  make  clear  the  advantages  of  your  subcommit- 
tee's working  together  to  make  sure  what  happens  on  the  sub- 
committees on  agriculture  do  not  interfere  with  what  happens  on 
trade.  One  course  available  for  achieving  meaningful  trade  liberal- 
ization in  the  Uruguay  Round  is  through  a  significant  increase  in 
market  access.  The  Foreign  Agricultural  Service  has  projected  the 
foreign  demand  for  U.S.  vegetable  oil  could  be  expanded  by  5  bil- 
lion tons  if  global  tariffs  were  phased  out  by  the  year  2001.  This 
would  more  than  offset  the  markets  which  U.S.  sunflower  and  soy- 
bean producers  would  lose  if  the  Dunkel  text  proposal  on  U.S.  ex- 
port subsidies  is  adopted  in  the  current  form. 

Mr.  Chairman,  I  am  reminded  of  the  Chinese  proverb,  "If  one 
does  not  change  direction,  one  will  end  up  where  one  is  going." 

The  sunflower  industry  has  expressed  serious  concerns  with  the 
Dunkel  text  since  it  first  appeared  in  late  1991. 

It  has  not  changed  direction.  We  respectfully  urge  the  members 
of  the  subcommittees  and  others  in  Congress  to  press  this  issue 
until  the  administration  fully  understands  the  consequences  of  not 
restoring  balance  to  the  Uruguay  Round  with  respect  to  trade  and 
oilseed  and  oilseed  products. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  States  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Johnson.  Mr.  Reed. 

STATEMENT  OF  JOHN  G.  REED,  JR.,  CHAIRMAN,  INTER- 
NATIONAL TRADE  POLICY  COMMITTEE,  NATIONAL  OILSEED 
PROCESSORS  ASSOCIATION 

Mr.  Reed.  Thank  you,  Mr.  Chairman. 

My  written  testimony  focuses  on  two  points:  The  first  being  the 
problems  that  the  present  Dunkel  text  presents  for  the  U.S.  oilseed 
and  oilseed  products  industry,  and  the  second  the  opportunity  for 
greatly  increased  market  access  for  U.S.  oilseeds  and  oilseed  prod- 
ucts. Much  of  what  is  in  my  written  testimony  has  already  been 
addressed,  either  by  Mr.  O'Mara  in  his  testimony,  or  in  the  ques- 
tion and  answer  period  which  followed. 

Rather  than  trying  to  summarize  what  you  have  already  heard, 
I  would  prefer  to  make  a  few  supplementary  comments. 

The  main  reason  why  the  Dunkel  text  leaves  us  with  a  very  seri- 
ous problem,  particularly  with  respect  to  vegetable  oil  exports,  is 
that  the  text  addresses  classical  export  subsidies,  the  kind  of  sub- 
sidy which  results  when  a  Government  treasury  makes  a  direct 
payment  to  a  processor  or  an  exporter  based  upon  the  export  of  the 
product  concerned. 

The  Dunkel  text  does  not  address  a  wide  range  of  more  subtle 
subsidies  which  are  used  by  various  Governments  in  support  of 
their  oilseed  processors  and  exporters. 

As  Joe  O'Mara  pointed  out,  it  does  not  address  the  differential 
export  taxes  used  by  the  Governments  of  Argentina,  Brazil,  and 
Malaysia;  nor  does  it  address  a  practice  which  is  very  difficult  to 
uncover  in  the  country  of  Brazil  where  individual  States  grant  fa- 
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vored  processors  a  deferral  of  the  collection  of  domestic  value-added 
taxes;  such  deferral  being  unindexed  and,  thereby,  constituting  an 
extremely  beneficial  subsidized  working  capital  loan  contingent 
upon  exports  of  finished  products  of  oil  and  meal. 

We  have  felt  since  the  Dunkel  text  doesn't  address  those  kinds 
of  practices,  we  have  to  find  another  way  to  deal  with  the  problem 
we  will  be  facing  if  and  when  the  Dunkel  text  becomes  effective. 
Incidentally,  I  might  add  that  Joe  mentioned  one  of  the  criteria 
used  in  evaluating  EEP,  SOAP,  and  COAP  applications  is  the  effect 
of  approval  of  such  applications  on  nonsubsidizing  exporters. 

Unfortunately,  there  appears  to  be  a  very  common  perception 
among  the  interagency  review  group,  not  on  the  part  of  USDA,  I 
want  to  make  that  clear,  but  on  the  part  of  other  agencies,  that  Ar- 
gentina and  Brazil  are  not  subsidizing  exporters.  The  fact  is  they 
are  nonsubsidizing  exporters  of  unprocessed  grains  and  unproc- 
essed oilseeds;  but  when  it  comes  to  processed  oilseed  products, 
they  are  subsidizing  those  exports  very  heavily.  And  although  we 
have  tried  to  get  that  message  across  to  the  interagency  group,  so 
far  we  have  been  unsuccessful. 

Turning  to  market  access,  the  oilseed  industry  is  somewhat 
unique  in  our  experience  in  that  there  is  an  effective  world  trade 
association  for  the  oilseed  processing  and  edible  oil  refining  indus- 
try. It  is  called  the  International  Association  of  Seed  Crushers, 
presently  headquartered  outside  London. 

The  current  president,  who  has  been  president  for  about  10 
years,  is  a  very  energetic  gentleman  from  Hamburg,  Germany. 
Under  his  leadership,  that  organization  has  for  several  years  been 
trying  to  find  an  effective  way  that  it,  as  a  world  trade  association, 
could  help  eliminate  some  of  the  trade  distorting  practices  in  inter- 
national trade  in  oilseeds  and  products. 

As  a  result  of  those  discussions,  in  several  meetings  during  re- 
cent months,  that  organization  has  come  up  with  the  idea  that  ev- 
erybody would  benefit  in  the  long  run  if  all  countries  engaged  in 
international  trade,  both  exporters  and  importers,  would  agree  to 
give  up,  on  some  kind  of  mutually  agreed  phase-out  basis,  both  the 
export  subsidies  in  exporting  countries  and  all  of  the  import  bar- 
riers, tariff's,  and  nontariff*  barriers  in  importing  countries. 

Very  luckily,  just  as  this  concept  was  beginning  to  reach  fruition 
within  the  organization,  we  had  a  discussion,  several  discussions 
with  Joe  O'Mara  on  that  subject,  who  felt  that  not  only  was  that 
a  valid  concept,  but  that  during  the  final  market  access  phase  of 
the  Uruguay  Round  negotiations,  with  proper  guidance  and  effort, 
we  could  accomplish  that  objective. 

I  want  to  say  that  we  are  very  grateful  for  the  support  we  have 
gotten  from  USDA,  from  Joe  O'Mara  over  the  years,  from  the  oil- 
seeds products  staff.  At  Joe's  request,  the  staff  undertook  a  study 
to  estimate  the  impact  of  the  total  removal  of  these  trade  barriers; 
and  the  conclusion  was  remarkable.  It  was  even  more  forceful  than 
we  expected  in  that  there  would  be  an  enormous  increase  in  world 
trade  and  world  consumption  of  vegetable  oils  and  oilseed  meals. 

So  it  is  our  intent  with  help  from  Joe  O'Mara  and  others  in  the 
USDA  to  pursue  that  eff'ort  very  aggressively  during  the  remaining 
market  access  phase  of  the  Uruguay  Round  negotiations. 

Thank  you. 
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[The  prepared  statement  of  Mr.  Reed  appears  at  the  conclusion 
of  the  hearing.] 
Mr.  Johnson.  Thank  you,  Mr.  Reed. 
Last,  Mr.  Baize. 

STATEMENT  OF  JOHN  BURRITT,  MEMBER,  EXECUTIVE  COM- 
MITTEE, NATIONAL  OILSEED  PROCESSORS  ASSOCIATION, 
PRESENTED  BY  JOHN  BAIZE,  INTERNATIONAL  TRADE  CON- 
SULTANT 

Mr.  Baize.  Mr.  Burritt  was  called  away  because  of  £in  illness  in 
his  family.  I  am  John  Baize,  an  international  trade  consultant  to 
the  National  Oilseed  Processors  Association. 

To  summarize,  the  U.S.  oilseed  processing  sector,  the  overall  in- 
dustry, has  suffered  through  the  last  few  years  great  difficulties  in 
trying  to  export  vegetable  oil  in  the  world  market.  That  is  because 
of  the  subsidies  we  faced  in  the  international  market  from  the  Eu- 
ropean Community  and  from  South  America. 

In  1982-83,  I  believe  the  United  States  exported  almost  1  million 
tons  of  soybean  oil  from  the  United  States.  Seventy  percent  of  that 
was  exported  under  commercial  terms.  In  1991  our  exports  de- 
clined to  354,000  tons,  almost  a  cut  of  two-thirds.  Every  pound  of 
that  had  to  be  assisted  by  one  Government  program  or  another.  So 
commercial  exports  out  of  the  United  States  without  Government 
assistance  are  largely  unheard  of  today. 

On  the  other  hand,  the  European  Community  over  the  last  5 
years  exported  an  average  of  1.8  million  tons  of  vegetable  oil  and 
practically  all  of  that  was  produced  from  oilseeds  grown  in  the  Eu- 
ropean Community  with  subsidy. 

As  you  all  are  looking  at  the  problems  you  have  with  the  budget, 
I  point  out  the  European  Community  is  probably  spending  this 
year  somewhere  around  $5  billion  in  oilseed  subsidies  alone.  The 
other  competitor  we  face  that  is  extremely  difficult  to  compete  with 
is  the  Argentine  exporters  who  are  benefiting  from  a  differential 
export  tax.  A  lot  of  people  find  it  difficult  to  understand  how  you 
can  tax  something  and  subsidize  it. 

In  fact,  there  when  you  tax  the  export  of  whole  soybeans, 
sunflowerseeds,  you  are  creating  a  depressed  price  for  seed  which 
is  the  world  price  less  the  export  tax.  Processors  can  buy  that  in 
the  internal  market  at  the  lower  price,  process  it,  export  the  oil  and 
they  do  not  have  to  pay  an  export  tax. 

They  have  the  benefit  of  the  depressed  priced  seed  and  the  bene- 
fit of  the  world  price  on  oilseed  products.  That  allows  them  to  give 
that  benefit  away.  We  have  seen  times  when  South  Americans 
were  selling  meal  and  oil  for  a  price  less  than  the  price  of  whole 
soybeans. 

In  fact,  our  most  recent  estimate  indicates  that  the  current  dif- 
ferential export  tax  and  export  subsidy  mechanism  in  Argentina  al- 
lows them  to  sell  oil  for  $84  a  ton  less  than  that  possible  without 
the  subsidy. 

Because  of  that,  we  asked  for  Grovemment  assistance  to  create 
the  export  enhancement  program,  the  vegetable  oil  assistance  pro- 
gram, the  soybean  oil  assistance  program  and  the  cottonseed  oil  as- 
sistance program.  The  SOAP  program  and  the  COAP  programs 
have  been  very  effective  programs. 


27 

They  are  effective,  No.  1,  because  they  are  mandatory.  They  have 
one  prime  directive.  That  is,  move  those  two  oils  into  the  world 
market.  They  are  not  targeted  against  any  one  supplier.  They  are 
aimed  at  allowing  U.S.  exporters  to  compete  whatever  the  market 
price  is  in  the  world  market  against  all  suppliers.  Those  programs 
have  worked  very  well. 

On  the  other  side,  soybean  oil  has  to  operate  under  the  export 
enhancement  program  where  it  has  not  been  as  effective.  Not  to 
dispute  what  some  have  said,  we  have  seen  improvement  in  ex- 
ports of  vegetable  oil  during  the  1991-92  marketing  year;  but  we 
should  point  out  we  ended  the  year  with  the  highest  supply  of  soy- 
bean oil  in  history. 

As  far  as  being  effective,  it  has  been  an  improvement  but  is  cer- 
tainly less  than  we  need.  The  problem  with  the  program  is  that  ev- 
erjdhing  that  goes  through  there  has  to  be  approved  by  all  the 
agencies  within  the  Grovernment  and  the  interagency  process. 
Every  other  agency  gets  to  stand  up  and  say  what  they  have  a 
problem  with;  and  many  times,  we  have  had  proposals  put  forward 
to  compete  against  other  suppliers  beyond  the  European  Commu- 
nity and  those  have  been  turned  down  in  the  interagency  process. 

I  want  to  make  the  point  that  while  EEP  was  created  to  compete 
against  all  unfair  trade  practices  of  all  suppliers,  it  has  in  fact  only 
been  administered — in  the  case  of  vegetable  oil — to  compete  solely 
against  the  European  Community. 

Not  only  can  we  not  directly  compete  against  the  Argentines  who 
do  have  the  differential  export  tax  system,  every  country  that  is 
made  eligible  for  EEP  first  must  sign  a  pledge  it  will  buy  its  nor- 
mal purchases  from  Argentina  and  Brazil  before  we  give  them 
EEP.  We  have  a  policy  that  makes  sure  our  competitors  sell  first 
before  we  can  sell. 

The  other  problem  with  the  process  in  EEP  is  that  it  is  cum- 
bersome in  its  operation.  Vegetable  oil,  unlike  wheat — where  we 
have  specific  export  numbers  published  daily  or  have  a  lot  of  trades 
where  we  know  what  the  world  price  is — in  the  case  of  vegetable 
oil,  it  is  not  that  specific.  It  is  a  thinner  market.  It  is  hard  for  the 
Department  to  come  up  with  a  price  on  exactly  what  the  world 
price  is. 

The  trade  knows  what  the  price  is  because  they  are  selling.  But 
it  is  hard  to  do  that. 

The  Department  of  Agriculture  is  concerned  it  has  to  be  exactly 
right  on  price.  As  a  result,  sometimes  we  go  weeks  without  making 
a  sale. 

I  would  say  somewhat  tongue  in  cheek  I  am  very  pleased  with 
these  hearings.  We  have  gone  6,  7  weeks  without  making  any 
sales.  Since  these  hearings  have  become  imminent,  we  sold  10,000 
tons  in  the  last  2  days.  We  do  believe  the  process  can  work. 

What  we  need  is  a  program  that  has  greater  flexibility  for  the 
Department  of  Agriculture  staff  to  administer.  I  want  to  offer  par- 
ticularly praise  for  the  staff  of  the  Oilseeds  Division  at  the  Foreign 
Agricultural  Service.  They  are  doing  a  yeoman's  task  trying  to 
make  a  bad  program  work. 

We  have  to  have  a  program  that  has  greater  flexibility  so  that 
our  soybean  oil  exporters  can  compete  against  all  suppliers;  and 
the  primary  directive  should  be  to  build  market  share  and  to  move 
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exports,  not  some  nebulous,  unfair  trade  practice  policy  which  is 
never  going  to  work  as  long  as  Brazil  and  Argentina  are  off-limit 
countries. 

Thank  you,  sir. 

[The  prepared  statement  of  Mr.  Burritt  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Johnson.  I  thank  all  the  members  of  the  panel. 

Mr.  Reed,  something  we  didn't  really  touch  on  here  but  I  would 
be  interested  in  any  observation  you  might  have:  How  much  of  an 
impact  is  it  likely  we  are  going  to  have  from  industrial  uses  such 
as  diesel  oil  from  the  vegetable  oil  market?  Is  this  something  that 
is  going  to  make  a  significant  difference  in  the  future  or  is  this 
going  to  be  more  marginal? 

Mr.  Reed.  I  think  the  jury  is  still  out  on  that,  Mr.  Chairman. 

It  is  certainly  technically  possible  to  make  effective  use  of  vegeta- 
ble oil  as  a  motor  fuel.  Probably  more  as  a  supplement  to  diesel 
fuel  than  as  a  supplement  to  gasoline. 

The  economics  of  it  are  not  yet  clear.  My  own  personal  opinion — 
and  it  is  not  an  opinion  which  is  based  upon  a  great  deal  of  inves- 
tigation of  the  subject — is  that  there  may  be  some  niche  markets 
where  air  pollution  is  extremely  severe  in  which  it  will  be  appro- 
priate to  utilize  vegetable  oil  as  a  supplement  for  diesel  fuel.  As  to 
how  large  those  niche  markets  may  be  and  what  the  long-range  po- 
tential is,  I  don't  think  any  of  us  know  at  this  point.  It  is  being 
aggressively  investigated,  but  we  just  do  not  have  all  the  answers. 

Mr.  Johnson.  Mr.  States,  you  were  mentioning  the  relative  ad- 
vantages of  the  U.S.  producers  over  their  British  counterparts.  Is 
this  generally  true  of  the  EC  in  general,  that  the  United  States  has 
competitive  advantage  in  terms  of  producing  oilseeds  and  vegetable 
oil?  Is  it  the  case  internationally? 

Mr.  States.  I  think  generally  as  compared  to  Europe,  I  think  we 
have  the  competitive  advantage.  We  sometimes  tell  ourselves  we 
are  the  best  farmers  in  the  world  and  that  we  can  beat  anybody. 
I  don't  think  that  is  always  true.  I  think  there  are  areas  in  the 
world  that  compete  very  well. 

What  we  have  to  do,  though,  is  figure  out  what  the  level  playing 
field  is  and  what  is  a  good  agreement  in  order  to  take  advantage 
or  to  use  those  advantages  and  let  this  thing  work. 

I  think  there  are  two  tests  for  a  trade  agreement.  The  one  is 
market  access.  There  is  a  lot  of  emphasis  on  market  access.  I  will 
not  go  into  that  so  much. 

But  the  other  one  is  the  trade  distorting  incentives  to  produce. 
Those  are  indirect  subsidies  such  as  the  Europeans  have  now 
where  the  farmer  pick  a  magic  number,  $12  for  beans,  seeds,  what- 
ever. He  has  to  plant  those  crops  in  order  to  get  those  income  sup- 
ports. 

That  is  what  disadvantages  us.  We  are  not  at  a  disadvantage 
when  we  compete  with  the  European  farmers.  We  are  at  a  dis- 
advantage when  we  compete  with  the  treasury  of  the  European 
Community.  They  have  these  trade  distorting  incentives  to  produce 
which  are  not  direct  subsidies  which  the  U.S.  appears  to  have 
signed  off  on.  This  causes  us  a  tremendous  amount  of  grief  in  the 
long  run. 
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So  as  you  look  at  trade  policy  and  good  agreements,  I  think  there 
are  two  tests  you  have  to  look  at.  I  will  reiterate  them.  It  has  to 
provide  market  access,  that  takes  down  the  trade  barriers,  the  sub- 
sidies for  shipping,  all  those  things.  It  also  has  to  eliminate  the 
trade  distorting  incentives  to  produce.  That  can  be  as  subtle  as  a 
marketing  loan  that  is  too  high,  or  a  requirement  to  plant  acres  in 
order  to  get  deficiency  payments  as  they  do  in  Europe.  That  is  why 
I  made  the  comment  about  what  we  did  in  the  reconciliation  about 
the  0/92  program. 

That  was  a  step  backwards  in  the  trade  area. 

Mr.  Johnson.  Thank  you.  We  had  the  first  notice  of  a  vote.  We 
have  a  few  minutes  to  ask  questions.  I  want  to  use  the  time  that 
is  available. 

Mr.  Allard. 

Mr.  Allard.  Thank  you,  Mr.  Chairman.  There  has  not  been 
much  discussion  in  previous  testimony  I  picked  up  and  testimony 
here  about  the  North  American  Free-Trade  Agreement  and  the  side 
agreements  dealing  with  labor  and  environment.  Do  you  have  any 
comments  in  that  regard  one  way  or  the  other?  From  any  of  the 
panel  members? 

Mr.  States.  I  would  make  one  comment.  I  think  we  are  better 
off  with  a  free  and  prosperous  Mexico  on  our  southern  border.  I 
think  we  are  better  off  with  a  common  trading  zone  in  North  Amer- 
ica, that  I  think  we  will  all  benefit. 

What  bothers  us  most,  I  think,  is  as  we  see  these  negotiations 
progress,  we  as  the  industry  or  as  farmers  do  not  know  what  is 
going  on  in  those  negotiations.  We  do  not  know  what  is  in  the  side 
agreements  necessarily.  We  think  it  is  very  difficult  for  us  to  com- 
ment on  some  of  those  things.  I  am  willing  to  compete  in  those 
markets  in  a  free  and  level  field.  In  the  interests  of  time,  I  will  stop 
it  there. 

Mr.  Allard.  OK. 

Mr.  YODER.  It  is  in  my  best  interests  to  have  a  neighbor  that 
lives  in  the  house  next  to  me  not  be  poor.  I  don't  think  there  is  any 
interest  in  United  States  farmers  giving  away  our  dollars  to  Mex- 
ico. However,  a  good  market  is  there.  I  think  it  is  in  the  best  inter- 
ests of  our  industry  and  in  our  children's  future  to  make  every  ad- 
vantage we  can  of  that  market.  I  am  concerned  about  the  side 
agreements.  I  am  concerned  about  the  environmental  concerns, 
both  there  and  here. 

However,  it  is  in  the  best  interests  of  our  industry  to  pursue  a 
good  NAFTA  agreement,  just  as  hard  as  we  can. 

Mr.  Allard.  Thank  you. 

Yes,  sir? 

Mr.  Reed.  One  additional  comment.  Mexico  is  already  a  large 
and  rapidly  growing  market  for  oilseeds  and  oilseed  products,  par- 
ticularly vegetable  oil;  but  in  the  trade  area,  one  of  our  problems 
is  that  most  of  the  vegetable  oil  Mexico  imports  is  subsidized  vege- 
table oil  from  the  European  Community,  from  Argentina,  from 
Brazil.  We  are  only  getting  a  small  percentage  of  that  market  be- 
cause of  present  unfair  trade  practices. 

NAFTA  would  be  a  very  effective  way  of  helping  to  redress  that 
situation. 
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Mr.  Baize.  Congressman,  the  one  thing,  if  you  look  at  the  growth 
rate  going  on  in  Mexico  for  consumption  of  protein  and  vegetable 
oil,  it  is  about  a  5  percent  growth  rate  on  top  of  this  2.3  percent 
population  growth. 

If  you  look  10  years  out,  and  you  say  what  is  the  consumption 
going  to  be  in  Mexico  if  one  assumes,  if  anything,  that  growth  rate 
will  probably  be  higher  than  that  with  NAFTA,  just  with  that 
growth  rate  we  estimate  Mexico  will  be  using  $1.2  billion  more  oil- 
seeds and  products  annually  than  they  are  today,  which  will  be 
equivalent  to  close  to  200  million  bushels.  It  is  going  to  be  a  huge 
market. 

Mr.  Allard.  Just  one  more  thing  I  want  to  bring  up,  Mr.  Chair- 
man. 

I  cannot  remember  which  one  of  you  said  it,  indicated  that  the 
mere  fact  we  are  having  hearings  here,  that  we  did  help  the  inter- 
national marketing  of  soybeans. 

Now  you  are  implying  that  we  have  foreign  traders  who  are 
watching  the  hearings  in  the  Congress  because  we  are  having  a 
hearing  that  they  feel  they  need  to  act  to  try  to  reduce  some  pres- 
sure that  might  be  building  up  because  of  these  hearings.  What  is 
the  basis  for  that? 

Mr.  Baize.  There  are  pressures  that  build  within  the  administra- 
tion, in  any  administration,  I  want  to  point  out.  I  am  not  being  par- 
tisan here.  This  happened  in  the  previous  administrations.  There 
are  pressures  within  the  administration  to  keep  things  from  hap- 
pening, forces  don't  want  to  export  under  one  program  or  the  other. 
When  the  Congress  shows  great  concern  the  administration  is  not 
achieving  the  export  levels  that  they  should  be  achieving,  things 
happen. 

Mr.  Allard.  You  are  saying  it  is  the  bureaucracy  within  our  own 
Government  that  is  motivated 

Mr.  Baize.  I  have  no  proof  of  that.  But  it  always  happens. 

Mr.  Allard.  Thank  you  for  your  comments. 

Mr.  Johnson.  We  thank  the  gentleman. 

We  have  some  questions  that  remain. 

I  know  Mr.  Barlow  and  Mr.  Smith  may  have  questions,  as  well. 

We  do  have  our  last  ring  for  a  vote.  I  think  what  we  will  do  at 
this  point  is  recess;  but  vote  very  quickly  and  come  immediately 
back  so  we  do  not  have  an  undue  delay  and  the  panel  members  can 
go  on  with  the  remainder  of  their  day. 

With  that,  we  will  recess  momentarily  to  vote  and  then  come  im- 
mediately back. 

[Recess  taken.] 

Mr.  Penny  [assuming  chair].  Let's  wrap  it  up  here. 

Thank  you  for  your  patience. 

Mr.  Johnson  had  a  luncheon  engagement.  He  cannot  return. 
Since  he  and  I  are  cochairing  this  event,  I  will  wrap  things  up  for 
him.  Since  we  have  heard  from  all  the  witnesses,  it  is  now  time  for 
Mr.  Barlow  to  pursue  his  line  of  questioning. 

Mr.  Barlow.  Thank  you  very  much,  Mr.  Chairman.  Thank  you 
very  much  for  being  here. 

The  message  coming  out  of  my  campaigns  last  year  in  west  Ken- 
tucky were  from — and  this  is  from  soybean  farmers,  were  that  if 
they  want  to  play  hardball  over  there,  let's  break  out  the  bats  and 
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helmets  and  play.  I  hope  we  are  proceeding  on  that  course.  I  hope 
we  stay  with  that  course. 

I  think  that  that  is  what  really  is  getting  us — these  break- 
throughs, if  indeed  they  are  breakthroughs.  I  know  every  break- 
through needs  to  be  policed  and  needs  to  be  pushed.  I  hope  you  all 
stay  hard  at  it. 

Do  you  have  any  insights  for  us  in  terms  of  what  we  can  do  in 
the  subcommittees  here  to  make  sure  we  are  pressing  ahead  to 
make  these  agreements  worth  their  weight? 

Mr.  YODER.  Mr.  Barlow,  I  would  tell  you  that  a  couple  of  weeks 
ago  when  I  was  in  England,  we  specifically  asked  about  what  kind 
of  effect  the  oilseed  case  had  on  their  decisions  over  there.  Without 
hesitation,  they  said  if  the  American  Soybean  Association  had  not 
pressed  the  oilseed  case  so  hard,  there  would  not  have  been  a  CAP 
reform  at  this  point.  They  would  have  dragged  their  feet  as  long 
as  they  could. 

They  finally  were  backed  off  into  the  corner  where  they  had  to. 
The  fact  CAP  reform  came  was  that  the  U.S.  Congress  and  admin- 
istration pressed  the  oilseed  case  to  where  they  had  to  agree  to  it. 
I  am  grateful  for  that. 

I  think  we  have  no  choice  but  to  continue  to  play  just  as  hard 
as  we  can.  I  don't  like  that  approach.  But  it  seems  as  if  that  is  the 
only  way  we  will  get  their  attention. 

I  think  you  could  help  us  on  the  zero-for-zero  tariff  cutting.  That 
is  probably  the  next  step. 

Mr.  Barlow.  That  is  fine.  Many  of  our  farmers  in  western  Ken- 
tucky are  going  to  be  beneficiaries  as  we  make  long-needed  yardage 
here.  What  problems  do  you  foresee  with  implementation  of  the 
EC-U.S.  oilseed  agreement?  What  will  we  do  to  make  sure  they  do 
what  they  said  they  would  do,  when  they  say  they  will  do  it? 

Mr.  YODER.  I  think  it  is  a  matter  of  continuing  to  look  over  their 
shoulder;  continuing  to  let  them  know  we  are  serious  about  them 
living  up  not  only  to  the  letter  of  the  law  but  the  intent  of  the  law. 
We  do  that  very  well  on  this  side. 

I  am  disturbed  that  the  French  want  to  continue  to  come  back 
and  revisit  that  agreement,  trim  away  at  that  agreement.  I  think 
we  simply  have  to  stand  firm  and  say  that  was  the  agreement  we 
reached;  that  is  where  we  are;  if  we  cannot  live  up  to  that,  we  will 
have  to  go  back  to  the  mode  of  retaliation. 

I  hope  that  we  will  keep  that  as  a  threat.  I  hope  we  never  have 
to  use  it.  But  let's  keep  it  there. 

Mr.  Barlow.  I  hope  this  is  a  hypothetical  question.  If  it  is  not, 
please  advise  me.  Should  we  be  willing  to  give  up  increasing  in  ag- 
ricultural market  access  in  order  to  keep  the  Blair  House  Agree- 
ment limiting  export  subsidies  as  some  have  suggested? 

Mr.  Baize.  I  would  say  in  our  sector,  as  long  as  we  have  a 
Dunkel  text  the  way  it  is  spelled  out  today  European  Community 
exports  of  vegetable  oils  are  not  subject  to  reduction  under  the 
Blair  House  Agreement.  The  Argentine  differential  export  taxes  are 
not  subject  to  reduction  under  the  Dunkel  text  or  Blair  House 
Agreement. 

We  have  to  get  market  access  or  we,  in  fact,  are  the  only  one 
paying  in  this  game.  Market  access  is  essential  to  us.  For  our  in- 
dustry to  give  market  access,  we  have  to  get  market  access  or  my 
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advice  would  be  the  industry  has  to  take  a  close  look  at  whether 
or  not  this  Round  is  worthwhile  because  we  do  not  get  anything  out 
of  it. 

Mr.  Barlow.  With  regard  to  the  soy  complex,  what  GATT  trig- 
gers have  we  set  off  as  of  this  date?  Any?  None? 

[No  response.] 

Mr.  Barlow.  Good. 

Mr.  Baize,  would  you  please  repeat  your  final  summation  com- 
ments with  regard  to  Brazil  and  Argentina,  your  final  minute? 

Mr.  Baize.  I  would  just  go  back  and  explain  again  how  they  do 
their  subsidy.  If  a  country  applys  an  export  tax  on,  in  this  case, 
soybeans  or  sunflowers,  an  exporter  has  to  pay — all  he  is  going  to 
get  is  the  world  price.  If  he  has  to  pay  a  6  percent  export  tax,  then 
he  can  only  pay  94  percent  in  the  internal  market  for  the  product 
because  he  has  to  pay  a  6  percent  export  tax  to  get  the  world  price. 

In  the  internal  market,  the  commodities  will  always  trade  at 
roughly  the  world  price  less  the  export  tax.  Processors  can  buy 
them  then  at  that  price. 

I  think  the  best  analysis  would  be  two  homebuilders  competing. 
One  homebuilder  is  always  guaranteed  cheaper  lumber  by  a  gov- 
ernment system.  He  is  always  going  to  be  at  an  advantage  trying 
to  sell  that  home  because  he  has  cheaper  input  costs. 

In  the  case  of  oilseed  processors,  if  you  are  getting  oilseeds  at 
discount  to  the  world  price,  and  you  do  not  have  to  pay  an  export 
tax  on  them,  you  are  always  at  an  advantage.  If  you  apply  all  that 
benefit  that  you  get  to  the  oil  component,  which  is  what  you  have 
to  do  today  to  compete  against  Malaysian  palm,  European  rapeseed 
oil,  you  can  sell  that  oil  at  $84  a  ton  less  than  you  can  in  the  ab- 
sence of  the  system;  and  still  make  the  same  money  that  a  proc- 
essor an5rwhere  else  can. 

Our  problem  is  that  our  Government  does  not  classify  that  as  a 
subsidy.  There  are  many  reasons  for  that.  I  would  say  sometimes 
our  biggest  opponents  or  adversaries  in  the  world  are  within  our 
own  Grovemment.  We  have  had  difficulties  over  the  years  getting 
the  Department  of  State,  Department  of  Treasury  to  really  recog- 
nize that  differential  export  taxes  are  an  export  subsidy. 

Until  they  do,  USDA's  hands  are  tied.  We  have  to  get  that  recog- 
nized or  we  will  never  deal  with  it.  It  will  be  a  long-term  policy 
practice.  It  will  hurt  this  industry  forever. 

Mr.  Barlow.  Your  advice  to  us  on  the  Agriculture  Committee  is 
weigh  in  on  this  for  the  sake  of  soybean  farmers  with  tooth  and 
nail;  right? 

Mr.  Baize.  I  would  add  it  is  not  just  the  oilseed  sector.  The  pro- 
liferation of  differential  export  taxes  can  become  very  detrimental 
in  other  sectors,  too.  For  example — and  I  don't  know  that  anyone 
does  this — if  countries  want  to  apply  an  export  tax  on  all  feed  in- 
gredients, they  would  be  providing  their  meat  exports  substantial 
subsidy.  It  is  one  that  is  not  dealt  with  adequately  under  the  Uru- 
guay Round.  It  has  to  be  dealt  with  or  it  will  proliferate  and  hurt 
a  lot  of  us. 

Mr.  Barlow.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Penny.  Mr.  Smith  of  Michigan. 

Mr.  Smith  of  Michigan.  Mr.  Chairman,  I  will  try  to  get  maybe 
a  half-hour  of  questions  in  5  minutes.  First,  let  me  get  a  quick  re- 
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action  from  the  standpoint  of  agriculture's  representation  in  GATT. 
I  felt  very  comfortable  when  Clayton  Yeutter  was  there.  Do  I  un- 
derstand from  the  panel  that  there  is  some  concern  among  agricul- 
tural representatives  that  agriculture  may  not  get  a  fair  deal  in  the 
GATT  rounds  compared  to  other  industry  sectors. 

Are  any  of  you  people  nervous  about  agriculture  being  properly 
represented? 

Mr.  YODER.  I  think  it  is  a  concern  we  always  have.  We  need  to 
have.  We  better  have.  As  soon  as  we  don't  have  the  concern  any 
more,  we  will  have  a  problem. 

I  would  say  that  in  most  cases 

Mr.  Smith  of  Michigan.  Are  you  concerned  more  now  than  4 
years  ago;  6  years  ago?  With  agriculture  having  a  good  hard  line 
to  get  its  fair  share? 

Mr.  Reed.  Speaking  for  myself  only,  I  would  say  there  is  a  high- 
er degree  of  uncertainty  today.  We  know  Joe  O'Mara  very  well; 
have  a  great  deal  of  confidence  in  his  abilities,  his  objectives;  we 
communicate  with  him  frequently. 

As  far  as  the  chief  U.S.  agricultural  negotiator  is  concerned,  I 
think  we  are  all  very  happy.  With  respect  to  USTR,  we  don't — at 
least  I  don't  know  yet — whether  I  should  feel  comfortable  or  un- 
comfortable. 

Mr.  Smith  of  Michigan.  OK.  I  just  passed — my  first  bill  today. 
Actually,  I  put  an  amendment  on  the  NASA  authorization  bill. 
Going  through  that  says,  let's  start  concentrating,  give  more  impe- 
tus to  use  satellites  in  their  Earth  observation  for  agricultural  pur- 
poses. 

We  have  estimates  that  are  comfortable  in  predicting  we  can  es- 
timate crop  yields  with  a  plus  or  minus  deviation  60  days  before 
harvest.  How  many  days  between  when  Brazil  harvests  and  when 
we  harvest?  What  is  the  planning  date  differential  between  South 
America  and  this  country? 

Mr.  Reed.  Roughly  6  months. 

Mr.  Smith  of  Michigan.  So  we  always  react  to  that  marketplace. 
What  do  you  see  on  the  horizon  as  the  other  countries  that  are 
moving  into  competition  with  our  oilseeds  and  soybeans? 

Mr.  Yoder.  I  think  of  oilseed,  if  Eastern  Europe  and  the  former 
Soviet  Union,  some  of  those  areas  get  their  act  together,  they  have 
the  potential  to  be  big  competition  in  oilseeds,  not  necessarily  soy- 
beans, but  in  oilseeds.  Probably  at  this  point  continued  increase  in 
Argentina  and  Brazilian  crops  would  be  our  biggest  immediate 
competition. 

Mr.  Smith  of  Michigan.  Are  you  comfortable  in  stopping  our  farm 
subsidy  programs  as  they  affect  soybeans  and  oilseeds  if  that  is 
necessary  in  an  agreement  with  other  countries  on  the  subsidy 
question? 

Mr.  States.  One  concern  that  we  have  is  that  if  we  unilaterally 
disarm  or  unilaterally  stop  our  subsidies  on  exports  at  the  same 
time  we  agree  to  a  flawed  agreement,  a  flawed  GATT,  a  flawed — 
whatever  trade  agreement  it  is  that  allows  some  indirect  subsidies 
and  the  problem  is  that  the  Europeans  continue  to  provide  indirect 
subsidies  that  are  linked  to  planting,  those  farmers  will  plant  in 
order  to  get  the  subsidies.  That  crop  has  to  go  somewhere.  Maybe 
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rapeseed  into  Mexico;  it  may  be  soybeans  into  one  or  the  other 
markets. 

Once  those  crops  are  grown,  it  is  like  putting  a  boat  in  the  water. 
There  is  a  displacement  somewhere  else.  We  can  target  exports  to 
here.  We  can  keep  the  Europeans  out  there.  Then  they  will  take 
the  exports  and  take  this  market  away  from  the  Argentines. 

There  is  no  way  that  we  can  make  a  good  trade  agreement  un- 
less it  looks  at  indirect  subsidies  also.  We  are  very  concerned  that 
we  will  have  good  market  access;  we  will  have  good  agreements 
here,  but  have  a  weak  link  over  here  that  lets  the  trade  distorting 
incentives  defeat  ever3rthing  we  have  done.  We  are  concerned. 

Mr.  Smith  of  Michigan.  Is  China  the  biggest  increase  in  market 
demand  on  the  horizon? 

Mr.  YODER.  Southeast  Asia  in  total. 

Mr.  Smith  of  Michigan.  Mr.  Chairman,  thank  you.  I  will  stop 
there. 

Mr.  Penny.  In  the  near  term,  are  we  availed  of  any  opportunities 
within  the  former  Soviet  Republics  for  oilseed  sales,  and  if  so  to 
what  extent? 

Mr.  Reed.  The  former  Soviet  Union  has  immense  needs  for  vege- 
table oil  and  protein  meals.  Their  present  level  of  consumption  of 
both  oils  and  meals  has  fallen  very  sharply  compared  to  what  it 
was  3  or  4  years  ago.  The  problem  is  that  in  the  short  run,  they 
don't  have  the  money  to  buy  it.  The  need  is  huge  and  growing. 

Mr.  Penny.  As  we  move  forward  with  guarantees  over  the  last 
couple  of  years  for  the  sale  of  commodities  to  the  Soviet  Union,  how 
much,  if  any,  of  that  was  oilseed? 

Mr.  Reed.  I  cannot  quote  you  percentages,  but  a  substantial 
amount  has  been  utilized  for  soybean  meal;  a  much  smaller 
amount  has  been  utilized  for  vegetable  oil. 

Mr.  Baize.  I  think  we  have  sold  somewhere  in  the  area  of 
150,000  tons  of  vegetable  oil.  In  the  programs  this  year,  we  make 
it  as  much  as  30,000  tons  of  vegetable  oil. 

Mr.  Penny.  If  we  are  able  to  find  a  way  to  return  to  these  export 
credits,  we  are  going  to  be  right  back  there  with  additional  signifi- 
cant sales  for  these  commodities? 

Mr.  Baize.  The  Soviet  Union  could  very  easily  use  500,000  to  1 
million  tons  of  vegetable  oil.  That  is  what  they  used  to  import. 
They  are  practically  cut  off  today. 

Mr.  Penny.  On  a  separate  matter,  moving  to  another  region  of 
the  world,  I  just  want  to  do  this  for  the  record  because  I  think  I 
know  the  position  of  each  of  your  organizations.  How  do  you  view 
the  NAFTA  agreement? 

Mr.  Yoder.  I  think  it  was  clearly  evident  here  this  morning  some 
of  the  testimony  was  for  the  potential  of  increased  sales  of  soybean 
oil,  soybean  products,  soybean  meal  to  Mexico.  We  certainly  en- 
dorse it  heartily. 

Mr.  Penny.  You  have  to  say  something.  We  cannot  put  head  nods 
into  the  record. 

Mr.  States.  I  agree.  I  think  anything  we  can  do  to  have  free 
trade  in  North  America,  it  is  a  win-win  solution.  We  have  to  look 
to  make  sure  it  is  a  good  agreement,  but  if  we  have  a  good  agree- 
ment, we  will  all  win. 
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Mr.  Reed.  I  would  agree  it  is  a  win-win  situation  for  the  oilseed 
industry.  There  is  one  other  reason  that  it  is  very  beneficial.  That 
is,  as  I  mentioned,  I  think  when  you  were  out  of  the  room,  Mexico 
is  a  major  importer  of  vegetable  oil  today.  Most  of  that  oil  is  sub- 
sidized oil  originating  in  the  European  Community,  Argentina,  and 
Brazil.  If  NAFTA  is  put  in  place,  that  will  help  restore  our  competi- 
tive position  in  that  large  and  growing  market. 

Mr.  Penny.  The  whole  region? 

Mr.  Reed.  Yes. 

Mr.  Baize.  I  would  say  it  would  be  hard  to  turn  down  a  deal 
where  you  can  get  preferential  access  to  one  of  the  fastest-growing, 
largest  markets  in  the  world  and  your  competitors  are,  in  fact,  still 
going  to  be  subject  to  duties  and  we  are  going  to  be  duty  free.  It 
is  hard  to  turn  that  down. 

Mr.  Penny.  Well  said. 

Market  promotion  program.  I  know  we  focused  extensively  on 
EEP  this  morning  because  clearly  you  are  dealing  with  large  vol- 
umes and  it  is  critically  important  to  combat  trade  subsidies  on  the 
part  of  our  competitors. 

But  to  the  degree  that  MPP  can  be  helpful,  how  have  each  of 
your  organizations  used  that  program  today? 

Mr.  YODER.  MPP  has  been  tremendously  successful  under  the 
American  Soybean  Association's  administration.  We  feel  good  about 
the  opportunities  that  it  has  given  us  to  promote  around  the  world, 
especially  in  Europe.  I  think  those  dollars  went  a  long  way  toward 
helping  the  Europeans  being  willing  to  come  to  the  table  as  far  as 
an  EC-U.S.  oilseed  problem. 

I  think  it  was  a  critical  need  for  that.  I  think  it  will  continue  to 
be  critical  as  we  work  on  GATT  negotiations.  Until  those  are  final- 
ized, I  think  we  have  to  keep  that  pressure  on.  MPP  is  a  very  suc- 
cessful way  of  doing  that. 

Mr.  Penny.  Anyone  else? 

With  that,  I  have  a  letter  here  to  Secretary  Espy  from  the  Na- 
tional Oilseed  Processor's  Association  that  I  am  going  to  insert  in 
the  record  with  unanimous  consent. 

[The  letter  appears  at  the  conclusion  of  the  hearing.] 

Mr.  Penny.  I  think  we  are  done,  unless  Mr.  English  has  ques- 
tions he  wants  to  jump  in  with. 

Mr.  English.  No  questions,  Mr.  Chairman. 

Mr.  Penny.  We  appreciate  your  being  here  this  morning. 

The  subcommittees  stand  adjourned. 

[Whereupon,  at  12:45  p.m.,  the  subcommittees  were  adjourned,  to 
reconvene,  subject  to  the  call  of  the  respective  Chairs.] 

[Material  submitted  for  inclusion  in  the  record  follows:] 
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Mr.  Chairmen  and  members  of  the  Subcommittees,  I  welcome  the  opportunity  to  appear 
before  you  today.    I  would  like  to  discuss  with  you  today  the  status  of  various  trade  issues 
and  marketing  programs  affecting  the  U.S.  oilseeds  sector,  addressing  in  particular  the  issues 
mentioned  in  your  letter  of  invitation. 

Enhancing  the  income  of  our  nation's  farmers  by  improving  export  competitiveness  is  a 
central  goal  of  this  Administration. 

This  goal  is  particularly  important  for  our  oilseeds  sector,  which  suffered  a  decline  in  export 
market  share  throughout  the  1980's  and  into  the  1990's.   During  this  period,  our  oilseeds 
producers  were  seriously  hurt  by  the  protectionist  policies  of  a  long  list  of  foreign  countries, 
led  by  the  European  Community.   We,  therefore,  view  the  recent  U.S.-E.C.  settlement  of 
their  longstanding  dispute  over  the  EC  oilseeds  support  regime,  achieved  as  a  part  of  the  so- 
called  "Blair  House  Agreement,"  as  a  very  significant  achievement.   This  agreement, 
combined  with  the  aggressive  posture  we  are  taking  on  oilseeds  in  the  Uruguay  Round 
market  access  negotiations  and  market  liberalization  resulting  from  our  recent  NAFTA 
agreement,  give  us  reason  to  believe  that  the  United  States  will  be  able  to  regain  a  significant 
portion  of  its  lost  market  share  for  oilseeds  in  the  decade  of  the  1990's.   In  the  meantime, 
we  will  continue  to  actively  pursue  export  opportunities  through  the  Expwrt  Enhancement 
Program  and  related  programs. 

U.S.-  EC  Oilseeds  Agreement 

After  five  difficult  years  of  GATT  panels  and  bilateral  negotiation,  the  United  States  and  the 
European  Community  last  year  arrived  at  an  agreement  that  we  believe  will  have  a  profound 
effect  on  future  trends  in  EC  oilseeds  production.   That  settlement,  reached  as  a  part  of  the 
overall  Blair  House  Agreement,  requires  the  EC  to  substantially  reduce  the  support  it 
provides  to  oilseed  farmers  if  EC  oilseeds  plantings  exceed  a  specified  area.    We  are 
convinced  that  this  area  constraint  is  going  to  have  a  very  positive  impact  on  U.S.  export 
prospects  for  oilseeds.    We  estimate  that  EC  oilseeds  production,  which  tripled  from  1982/83 
to  a  high  of  13.4  million  metric  tons  (MT)  in  1991/92,  could  decline  by  a  much  as  four 
million  MT.    The  reduction  in  EC  oilseeds  production  can  only  have  a  positive  effect  on 
U.S.  export  prospects  in  that  large  market. 

In  the  meantime,  actions  taken  by  the  EC  prior  to  Blair  House,  but  in  direct  response  to  our 
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success  in  GATT  panel  rulings  on  the  EC's  oilseeds  regime,  have  already  led  to  tangible 
benefits  for  our  oilseeds  exporters.    EC  rapeseed  area  in  1993  is  forecast  to  decline  by  eight 
percent  below  last  year's  level,  and  thirteen  percent  below  that  of  two  years  ago.    As  a 
result,  EC  rapeseed  oil  exports  in  marketing  year  1993/94  are  projected  to  total  640,000  MT; 
well  below  the  record  of  over  one  million  MT  in  marketing  year  1990/91.    With  full 
implementation  of  the  Blair  House  Oilseeds  Agreement,  EC  rapeseed  oil  exports  could 
decline  even  further,  to  around  400,000  metric  tons. 

Uruguay  Round  -  Blair  House 

The  provisions  of  the  Blair  House  Agreement  relating  to  the  Uruguay  Round  will  have 
important  implications  for  U.S.  oilseeds  producers.    With  respect  to  export  subsidies,  the 
United  States  and  EC  agreed  to  a  21  percent  reduction  in  the  quantity  of  subsidized  exports, 
using  1986  to  1990  as  the  base  for  those  cuts.    Export  subsidy  expenditures  would  have  to  be 
cut  by  36  percent.    The  Blair  House  Agreement  also  requires  a  20  percent  cut  in  aggregate 
internal  support,  but  would  exempt  from  reduction  direct  payments  linked  to  production- 
limiting  programs. 

The  export  subsidy  provisions  of  Blair  House  would  mean  significant  reductions  from  current 
levels  in  subsidized  U.S.  exports  of  vegetable  oils.    While  this  is  likely  to  affect  U.S.  export 
levels  in  the  short  run,  we  strongly  believe  the  U.S.  oilseeds  sector  can  be  highly  competitive 
if  a  world-wide  use  of  subsidies  are  reduced  as  a  result  of  the  Uruguay  Round  and  market 
access  opportunities  are  significantly  improved. 

Uruguay  Round  -  Market  Access 

A  significant  improvement  in  market  access  remains  the  last  major  objective  of  the 
agricultural  negotiations  in  the  Uruguay  Round.    As  far  as  our  oilseeds  industry  is 
concerned,  improved  market  access  is  the  key  to  a  successful  Uruguay  Round.    As  a  result, 
the  U.S.  Government  this  month  in  Geneva  tabled  a  "zero  for  zero"  proposal  on  oilseeds.   In 
essence,  this  proposal  means  that  the  United  States  is  prepared  to  reduce  its  import  duties  on 
oilseeds  and  oilseeds  products  to  zero  if  the  rest  of  the  world  is  willing  to  do  the  same.   This 
would  include  the  reduction  to  zero  duties  on  all  oilseeds  products  subject  to  tariffication. 
Tariffication  entails  the  conversion  of  non-tariff  barriers  to  tariff  equivalents  as  a  part  of  the 
market  access  commitments  taken  on  in  the  Uruguay  Round.    It  would  also  be  a  U.S. 
objective  as  a  part  of  this  proposal  to  eliminate  differential  export  taxes  of  the  kind  used  by 
Argentina  and  Brazil. 

This  recent  U.S.  Government  initiative  is  based  on  the  findings  of  a  joint  industry-FAS 
Committee  which  concluded  that  the  reduction  or  elimination  of  tariff  and  non-tariff  barriers 
to  oilseeds  imports  around  the  world  would  dramatically  increase  the  demand  for  U.S. 
vegetable  oils  and  meal.   The  Committee  agreed  that  the  most  severe  trade  limiting  measures 
are  those  protecting  vegetable  oils,  particularly  seed  oils  rather  than  oils  such  as  palm.   The 
Committee  estimated  that  the  elimination  of  trade  barriers  by  the  most  trade  restrictive 
importing  countries  would  result  in  a  17  percent  increase  in  world  vegetable  oil  consumption 
compared  with  current  levels,  and  a  5  percent  increase  in  protein  meal  consumption.   These 


38 


figures  are  equal  to  about  50  percent  of  current  world  trade  in  vegetable  oils  and  15  percent 
of  world  trade  in  protein  meals. 

For  example,  the  Committee  estimated  that  demand  for  vegetable  oil  in  Japan  and  Korea 
would  increase  by  about  400,000  MT  and  300,000  MT  respectively  through  complete 
liberalization.   Over  the  long  term,  the  U.S.  oilseeds  sector  would  stand  to  gain  a  great  deal 
from  this  increased  demand,  since  the  United  States  is  among  the  most  efficient  oilseeds 
producing  nations,  with  an  ability  to  quickly  expand  oilseeds  production. 

North  American  Free  Trade  Agreement 

The  North  American  Free  Trade  Agreement  (NAFTA)  also  affords  great  projected  benefits 
to  the  U.S.  oilseeds  and  oilseed  products  sector.   The  NAFTA   is  expected  to  provide  an 
extra  20  percent  growth  in  U.S.  soybean  exports  in  Mexico,  to  a  level  of  about  4.5  million 
MT,  by  the  end  of  the  10-year  transition  period.    In  addition,  Mexican  imports  of  protein 
meals  and  vegetable  oils  are  also  expected  to  expand.    The  higher  exports  and  prices 
resulting  from  this  agreement  are  expected  to  add  $400-$500  million  in  income  to  the  U.S. 
soybean  industry  by  the  end  of  the  transition  period.    This  is  what  trade  negotiations  are  all 
about  —  improving  the  competitive  environment  to  create  market  growth  for  U.S.  producers. 

Oilseeds  Complex  Outlook 

In  addition  to  the  positive  implications  of  the  bilateral  and  multilateral  negotiations  which  we 
have  been  working  on  in  recent  years,  there  are  other  promising  developments  occurring  for 
the  U.S.  oilseeds  complex,  particularly  with  respect  to  vegetable  oil.   These  developments 
are  likely  to  have  profound  effects  in  world  oilseeds  and  vegetable  oil  prices  for  the 
remainder  of  the  1990's  and  into  the  next  century. 

In  the  last  decade  or  so  we  have  seen  a  sharp  expansion  of  world  vegetable  oil  production, 
due  largely  to  rapid  growth  in  palm  oil  output  and  to  the  exceptional  increase  in  both  area 
and  yields  of  high  oil-content  oilseeds,  particularly  in  China,  India,  the  European 
Community,  Canada  and  Argentina.   This  high  rate  of  production  growth  of  rapeseed  and 
sunflowerseed  is  highly  unlikely  to  continue  because  yields  per  hectare  have  recently 
increased  at  a  much  slower  pace,  and  government  policy  changes  in  some  countries  have 
reduced  the  incentive  to  expand  oilseeds  areas. 

The  area  of  soybeans  planted  in  South  America  will  likely  continue  to  expand,  but  yield 
increases  are  also  slowing  compared  with  a  decade  ago.    Also,  soybean  oil  consumption  in 
Brazil  is  expanding  rapidly,  and  this  is  limiting  exports. 

While  oilseeds  production  is  increasing  less  rapidly,  we  are  seeing  an  impressive  growth  of 
vegetable  oil  consumption  in  a  number  of  large  population  countries  such  as  China,  India, 
Indonesia  and  Mexico. 

Status  of  Export  Programs 
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Finally,  let  me  review  the  status  of  our  export  programs  as  they  relate  to  the  oilseeds  sector. 
Export  programs  have  played  an  important  role  in  challenging  the  unfair  trade  practices  of 
U.S.  competitors  and  opening  the  door  to  long-term  market  opportunities  for  U.S.  producers 
and  exporters  of  oilseeds  and  products.    We  continue  to  aggressively  promote  our  exports 
through  the  Export  Enhancement  Program  (EEP),  the  Sunflowerseed  Oil  Assistance  Program 
(SOAP)  and  the  Cottonseed  Oil  Assistance  Program  (COAP),  and  the  various  credit  and 
market  development  programs  which  the  Department  administers. 

Over  the  last  few  years,  under  the  EEP,  the  Department  has  significantly  expanded  the 
number  of  targeted  countries  for  vegetable  oil.   These  initiatives  were  undertaken  to  help  the 
United  States  meet  subsidized  competition  from  the  European  Community  in  targeted 
countries.    As  a  result,  EEP  assisted  sales  rose  from  44,500  MT  in  fiscal  year  1990  to  a 
record  458,000  MT  in  fiscal  year  1992. 

USDA  considers,  but  is  not  limited  to,  four  criteria  in  reviewing  prof)osals  for  EEP 
initiatives.   These  criteria  were  issued  as  guidelines  in  November  1989  and  were  published  as 
regulations  in  June  1991.   The  criteria  are: 

1 .  Trade  policy  effect  -  The  expected  contribution  of  proposed  initiatives  in 
furthering  trade  policy  negotiations  and,  in  particular,  in  furthering  the  U.S.  trade  policy 
negotiating  strategy  of  countering  competitors'  subsidies  and  other  unfair  trade  practices 

2.  Export  effect  ~  The  contribution  that  initiatives  will  make  toward  realizing 
U.S.  agricultural  export  goals  in  countering  competitors'  subsidies  and  other  unfair  trade 
practices. 

3.  Effect  on  nonsubsidizers  --  The  effect  that  sales  facilitated  by  EEP  initiatives 
would  have  on  nonsubsidizing  exporters. 

4.  Cost  effectiveness  -  The  subsidy  requirements  of  the  proposed  initiatives 
compared  to  their  expected  benefits. 

All  proposals  for  EEP  initiatives  are  evaluated  against  these  criteria.    Proposals  approved  by 
USDA  are  then  further  reviewed  by  an  interagency  group  chaired  by  the  Office  of  the  U.S. 
Trade  Representative  and  consisting  of  representatives  from  the  departments  or  staffs  of  the 
National  Security  Council,  State,  Treasury,  Commerce,  Council  of  Economic  Advisers,  and 
Office  of  Management  and  Budget. 

During  the  past  year,  we  have  once  again  expanded  the  number  of  initiatives  available  under 
EEP  to  promote  the  export  of  U.S.  vegetable  oils.  We  have  announced  EEP  initiatives  for  a 
total  of  975,000  metric  tons. 

There  are  currently  eleven  outstanding  initiatives  with  available  balances  totaling  about 
690,000  metric  tons.    With  three  months  remaining  in  marketing  year  1993,  EEP  assisted 
sales  are  at  about  sixty  percent  of  the  total  1992  level.    (458,000  MT)   We  are  still  seeing 
sales  growth  in  the  North  African  market.   The  leading  export  markets  for  us  this  year  are 
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Tunisia  (87,000  metric  tons  of  soybean  oil)  and  Algeria  (84,000  metric  tons). 

Due  to  the  decline  in  sales  to  the  Former  Soviet  Union,  China,  and  the  Dominican  Republic, 
however,  we  expect  total  EEP  assisted  sales  during  marketing  year  1993  to  decline  somewhat 
from  1992  levels.   The  Department  is  considering  additional  initiatives  on  an  ongoing  basis 
and  will  aggressively  pursue  those  which  meet  program  criteria. 

The  Department  has  also  expanded  initiatives  under  the  Sunflowerseed  Oil  Assistance 
Program  (SOAP)  and  the  Cottonseed  Oil  Assistance  Program  (COAP).   Thus  far  in 
marketing  year  1993,  the  Department  has  made  allocations  of  485,0(X)  metric  tons  of 
sunflowerseed  oil  and  205, CKX)  metric  tons  of  cottonseed  oil  available  to  various  targeted 
countries.    Sales  facilitated  so  far  this  marketing  year  have  totaled  over  170,000  metric  tons 
under  SOAP  and  nearly  35,000  metric  tons  under  COAP. 

While  the  pace  of  sales  in  other  countries  is  behind  the  rate  which  would  utilize  all  available 
SOAP/COAP  funds,  the  Department  is  making  every  effort  to  carry  out  the  provisions  of  the 
legislation  by  encouraging  export  sales  of  these  oils  at  competitive  world  prices.    We  must 
take  into  consideration  that  allocations  are  made  according  to  the  respective  export 
availabilities  of  these  two  oils.    While  exports  of  sunflowerseed  oil  under  SOAP  have  been 
strong,  sales  of  cottonseed  oil  under  COAP  have  lagged  due  to  strong  domestic  demand  for 
cottonseed  oil. 

The  criteria  considered  by  USDA  in  selecting  countries  for  targeting  under  SOAP/COAP 
include,  but  are  not  hmited  to,  the  following: 

1.  The  expected  contribution  that  initiatives  will  make  toward  realizing  U.S. 
agricultural  export  goals  and,  in  particular,  in  developing,  expanding,  or  maintaining  markets 
for  U.S.  sunflowerseed  and  cottonseed; 

2.  The  subsidy  requirements  of  proposed  initiatives  in  relationship  to  the  sums  made 
available  to  operate  the  programs  in  any  given  fiscal  year;  and 

3.  Assurance  that  sales  facilitated  by  initiatives  would  not  displace  normal 
commercial  sales  of  sunflowerseed  or  cottonseed  oil. 

The  Department's  export  credit  guarantee  programs  (GSM-102  and  GSM-103)  are  also  useful 
as  tools  to  facilitate  the  sale  of  U.S.  vegetable  oils.   These  are  programs  that  would  not  be 
subject  to  reduction  as  a  result  of  the  Uruguay  Round  Agreement. 

Under  the  Department's  P.L.  480  program,  the  amount  of  money  allocated  to  soybean  oil 
sales  has  increased.    We  have  renewed  our  soybean  oil  trading  relationship  with  Pakistan  this 
year  with  a  $40  million  P.L.  480,  Title  I  agreement.   This  agreement,  coupled  with  a  similar 
$10  million  agreement  with  Morocco,  exceeds  the  amount  spent  last  year  under  Title  I  by 
$12  million.   In  addition,  another  $18  million  worth  of  refined  soybean  oil  is  being  provided 
to  Russia  under  Food  for  Progress. 
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The  Department's  other  market  development  programs  include  the  Market  Promotion 
Program  (MPP)  and  the  Cooperator  Foreign  Market  Development  Program  (FMD).   We  use 
these  export  programs  aggressively  to  insure  U.S.  farmers  and  exporters  are  not  only  able  to 
maintain  a  high  level  of  sales  in  established  markets,  but  also  to  capitalize  on  emerging 
market  opportunities. 

The  MPP  encourages  the  development,  maintenance,  and  expansion  of  commercial  export 
markets  for  agricultural  commodities.    For  fiscal  year  1993,  USDA  allocated  $9,525,012 
under  the  MPP  to  the  American  Soybean  Association  (ASA),  the  National  Sunflower 
Association  (NSA),  and  the  National  Peanut  Council  (NPC)  to  conduct  promotions  for 
oilseeds  and  oilseeds  products. 

The  Cooperator  Market  Development  Program  allows  U.S.  agricultural  organizations  and  the 
USDA  to  pool  technical  and  financial  resources  to  carry  out  a  wide  variety  of  foreign  market 
development  projects.    In  fiscal  year  1993,  we  allocated  over  $7  million  to  FMD  activities 
for  the  ASA,  NSA,  NPC,  and  the  National  Cottonseed  Products  Association. 

Mr.  Chairmen  and  Members  of  the  Subcommittees,  I  appreciate  the  opportunity  to  have 
appeared  before  you  today  and  would  welcome  any  questions. 
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STATEMENT  OF  STEVE  YODER 
PRESIDENT,  AMERICAN  SOYBEAN  ASSOCIATION 

before  the 

SUBCOMMITTEE  ON  FOREIGN  AGRICULTURE  AND  HUNGER 

and  the 

SUBCOMMITTEE  ON  GENERAL  FARM  COMMODITIES 

COMMITTEE  ON  AGRICULTURE 

U.S.  HOUSE  OF  REPRESENTATIVES 

July  29,  1993 

Good  Afternoon,  Mr.  Chairman  and  Members  of  the  Subcommittees.  It 
is  my  privilege  today  to  represent  the  28,500  farmer-members  of  the 
American  Soybean  Association,  and  U.S.  soybean  producers 
nationwide.  We  appreciate  your  providing  this  opportunity  to 
present  ASA's  views  on  oilseed  trade  and  marketing  issues  facing 
our  industry  in  1993  and  beyond. 

As  you  are  aware,  Mr.  Chairman,  the  situation  in  which  our  industry 
finds  itself  with  regard  to  the  current  Uruguay  Round  negotiations 
has  a  long  and  complicated  history.  I  will  do  my  best  to  briefly 
summarize  this  background.  Then  I  would  like  to  provide  our  views 
on  how  the  Administration  and  the  Congress  could  proceed  to  obtain 
a  final  agreement  that  is  fair  to  all  industries  in  U.S. 
agriculture,  including  our  own. 

The  American  Soybean  Association  has  been  a  staunch  supporter  of 
liberalizing  world  trade  in  agriculture  products  since  the  U.S. 
became  a  significant  producer  and  exporter  of  soybeans  and  soybean 
products  in  the  1960's.  We  discovered  then  that,  as  efficient 
producers,  U.S.  farmers  stood  to  gain  from  expanded  global  markets. 
Our  preference  has  been  to  address  unfair  trade  practices  through 
protections  provided  under  U.S.  and  international  law  rather  than 
through  retaliation. 

This  approach  served  us  well  until  the  early  1980's,  when  it  became 
clear  that  foreign  competitors  were  deliberately  targeting  oilseed 
and  oilseed  product  trade  for  their  domestic  industries.  The 
European  Community  established  a  regime  under  which  exorbitant 
payments  were  made  to  EC  oilseed  processors,  who  were  then  able  to 
purchase  and  crush  domestic  seed  and  export  the  oil  at  prices  well 
below  those  of  its  competitors.  Argentina  created  a  differential 
export  tax  which,  by  taxing  exports  of  oilseeds  at  higher  rates 
than  oilseed  products,  encouraged  subsidized  competition  with  U.S. 
exports  of  vegetable  oil  and  protein  meals.  Brazil  established  a 
similar  program  to  stimulate  exports  of  soybean  products. 

Our  industry  responded  to  these  unfair  practices  by  seeking  redress 
under  U.S.  trade  law.  The  National  Oilseed  Processors  Association 
filed  a  section  301  complaint  against  Argentina  and  Brazil  in  1983, 
and  have  still  not  seen  the  case  resolved.  In  1987,  our 
organization  filed  a  second  301  complaint  against  the  EC,  charging 
that  its  oilseed  regime  restricted  duty-free  access  to  the  EC 
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market  and  discriminated  against  imported  oilseeds.  When  the 
Reagan  Administration  identified  agriculture  as  a  priority  for 
trade  liberalization  in  the  Uruguay  Round,  ASA  saw  the  negotiations 
as  a  tremendous  opportunity  for  resolving  these  unfair  export 
practices  and  for  reducing  global  barriers  to  oilseed  trade. 

To  achieve  greater  trade  liberalization,  we  have  supported  reforms 
in  each  of  the  three  key  areas  addressed  in  the  GATT  talks.  First 
and  most  important,  there  must  be  sharp  reductions  in  government 
production  incentives.  Unless  internal  supports  are  either  reduced 
or  severed  from  the  requirement  to  plant  and  produce  oilseed  crops, 
growing  domestic  surpluses  will  force  import  restraints  and  export 
subsidies.  Secondly,  all  parties  must  agree  to  phase  out  the  use 
of  government  export  subsidies  and  other  export  incentive  programs. 
Finally,  inefficient  oilseed  producing  countries  should  be  required 
to  gradually  open  their  domestic  markets  through  a  meaningful 
agreement  on  market  access. 

Let  us  now  examine  the  status  of  the  Uruguay  Round  negotiations  in 
these  three  areas.  The  draft  final  act  proposed  by  GATT  Director 
General  Arthur  Dunkel  in  December  1991  fails  to  require  meaningful 
reforms  of  government  production  incentives  by  allowing  parties  to 
aggregate  reductions  in  their  various  internal  support  programs  to 
meet  the  overall  goal  of  20  percent.  More  importantly,  it  does  not 
prohibit  or  otherwise  restrict  linkages  between  support  payments 
and  the  requirement  to  produce  supported  crops. 

In  the  area  of  export  subsidies,  the  Dunkel  text  requires 
reductions  of  24  percent  in  the  volume  and  36  percent  in  outlays 
provided  to  specific  commodity  and  product  exports  under  direct 
export  subsidy  programs.  The  definition  of  export  programs, 
however,  does  not  apply  to  payments  provided  by  Argentina  or 
Brazil.  As  a  result,  the  Export  Enhancement  Program,  Sunflower  Oil 
Assistance  Program,  and  Cottonseed  Oil  Assistance  Program  are  the 
only  direct  export  subsidy  programs  of  major  oilseed  exporting 
countries  that  will  be  subject  to  discipline  under  the  Dunkel 
proposal . 

The  final  area  under  negotiation  in  the  GATT  talks  is  market 
access.  The  Dunkel  text  would  require  some  amount  of  minimum 
access  to  highly  restricted  markets,  and  provides  that  all  non- 
tariff  trade  barriers  be  converted  to  duties  subject  to  reduction 
over  the  life  of  the  agreement  of  36  percent.  As  in  the  agreement 
on  internal  support,  however,  parties  will  be  allowed  to  take  a 
simple  average  of  reductions  ranging  from  15  to  100  percent  to 
achieve  this  level,  regardless  of  the  significance  of  the  affected 
commodity  or  product.  This  proposal  on  market  access  is  the  only 
area  i  the  agricultural  negotiations  that  has  not  yet  been  agreed 
to  by  the  various  parties. 

As  you  know,  Mr.  Chairman,  ASA's  301  complaint  against  the  EC's 
oilseed  regime  was  resolved  last  November  in  the  so-called  Blair 
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House  Agreement.  In  Blair  House,  the  U.S.  abandoned  its  effort  to 
require  a  substantial  reduction  in  the  volume  of  EC  oilseed 
production  in  order  to  regain  access  to  the  EC's  production  area  at 
current  levels,  with  the  requirement  that  the  oil  produced  on  at 
least  10  percent  of  this  area  be  devoted  to  industrial  uses,  such 
as  biodiesel.  In  exchange,  we  accepted  the  EC  oilseed  regime, 
which  had  been  modified  under  CAP  reform  to  provide  payments  to 
producers  rather  than  processors,  as  GATT-legal  and  not  subject  to 
further  challenge  under  US.  law. 

Let  me  now  summarize,  Mr.  Chairman,  what  these  different  proposals 
mean  in  terms  of  the  trading  environment  facing  our  industry  if  the 
Dunkel  text  is  accepted  later  this  year.  Basically,  current 
support  programs  for  oilseeds  would  not  be  affected,  either  in  the 
U.S.  or  for  our  competitors.  What  each  country  does  to  support  its 
farmers  is  its  own  business. 

However,  the  export  subsidy  provisions  will  require  the  U.S.  to 
immediately  reduce  the  volume  of  vegetable  oil  exported  under  the 
EEP,  SOAP,  and  COAP  programs  by  78  percent,  from  730,000  tons  in 
the  1991-92  marketing  year  to  161,2000  tons  in  the  first  year  GATT 
would  enter  into  force.  As  I  mentioned,  the  Dunkel  text  would  not 
affect  the  indirect  export  subsidies  provided  by  our  competitors. 
As  a  result,  the  U.S.  will  lose  export  markets  for  over  550,000 
tons  of  vegetable  oil  on  an  annual  basis,  beginning  in  January 
1995.  Added  to  already  burdensome  oil  stocks,  this  additional 
supply  will  sharply  depress  domestic  oilseed  prices  unless 
alternative  foreign  or  domestic  markets  are  found. 

As  in  the  area  of  internal  support,  the  Dunkel  proposal  on  market 
access  would  have  no  significant  impact  on  oilseed  trade. 
Countries  with  inefficient  but  politically-sensitive  oilseed 
industries  would  simply  comply  with  the  minimum  required  reduction 
in  their  tariffs.  As  a  result,  the  marginal  increase  in  world 
demand  for  oilseeds  and  oilseed  products  would  not  be  sufficient  to 
offset  the  reduction  in  the  ability  of  the  U.S.  to  compete  for 
global  markets  due  to  the  sharp  cutback  in  our  export  subsidy 
programs. 

This  prospective  environment  for  oilseed  trade  under  the  Dunkel 
proposal  not  only  fails  to  achieve  the  goal  of  liberalization  in 
the  three  areas  of  reform,  Mr.  Chairman,  but  it  would  represent  a 
significant  step  back  from  the  conditions  we  currently  face. 
Unless  the  remaining  negotiations  are  able  to  substantially  improve 
these  terms,  ASA  will  withdraw  its  support  for  the  Uruguay  Round, 
and  may  be  forced  to  actively  oppose  its  ratification  by  the 
Congress. 

I  did  not  come  here  today,  Mr.  Chairman,  only  to  complain  about  the 
past  six  plus  years  of  difficult  effort  that  have  brought  us  to 
where  we  stand.  ASA  has  worked  closely  with  the  past  and  present 
Administrations  to  obtain  the  best  possible  terms  for  our  industry. 
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We  know  the  problems  that  have  been  encountered,  and  share  the 
responsibility  for  any  opportunities  which  may  have  not  been  fully 
exploited,  as  well  as  for  any  benefits  that  may  have  been  realized. 
ASA  accepted  the  Blair  House  accord,  and  has  called  for  its 
immediate  implementation  by  the  European  Community.  We  are 
prepared  to  live  with  its  consequences,  understanding  that  the 
issues  overcome  would  likely  have  become  only  more  difficult  to 
resolve  if  agreement  had  not  been  reached. 

Having  accepted  our  share  of  responsibility,  however,  our  industry 
must  now  ask  the  Congress,  as  we  have  asked  the  Administration,  to 
restore  needed  balance  to  the  Uruguay  Round  in  the  area  of  market 
access  for  oilseeds  and  oilseed  products.  As  I  mentioned,  this  is 
the  only  area  where  agreement  has  not  been  reached  in  the 
negotiations.  And,  if  properly  approached,  we  believe  that  the 
opportunities  that  can  be  created  will  substantially  exceed  and 
offset  the  concessions  already  granted  in  the  area  of  export 
subsidies. 

Specifically,  we  have  requested  the  Administration  to  seek  complete 
elimination  of  all  global  tariff  and  non-tariff  barriers  to  trade 
in  oilseeds  and  oilseed  products,  as  well  as  elimination  of  all 
export  subsidies  and  export  incentives,  including  differential 
export  taxes.  This  zero-for-zero  proposal  should  be  phased  in  over 
a  period  of  years  to  minimize  its  impact  on  domestic  industries  in 
highly  protected  and  developing  countries.  The  USDA's  foreign 
agricultural  service  has  compiled  exhaustive  data  documenting 
enormous  potential  demand  for  world  oilseed  trade  that  can  be 
unlocked  for  U.S.  farmers  and  processors  if  this  proposal  could  be 
advanced  in  the  remaining  GATT  negotiations. 

Our  industry  obviously  would  not  be  immune  to  the  disciplines  which 
this  far-reaching  proposal  would  entail.  The  longstanding  duty  on 
soybean  oil  to  twenty-two  and  one-half  percent  would  be  eliminated, 
together  with  smaller  duties  on  other  oilseeds  and  products.  We 
are  prepared  to  take  this  step  only  if  all  major  oilseed  exporting 
and  importing  countries  agree  to  do  the  same.  And  we  are  prepared 
to  accept  the  verdict  on  whether  our  industry  survives  and  prospers 
as  an  efficient  producer  of  oilseeds  compared  to  other  countries 
around  the  world. 

For  your  information  and  review,  Mr.  Chairman,  I  am  attaching  to  my 
testimony  a  copy  of  a  letter  and  statement  signed  by  all  U.S. 
national  oilseed  producers  and  processor  organizations  to 
Agriculture  Secretary  Espy,  outlining  our  zero  tariff  proposal.  I 
encourage  Members  of  the  Committee  on  Agriculture  to  carefully 
consider  our  position  in  light  of  the  difficult  situation  our 
industry  now  faces,  as  I  have  briefly  described  today.  And  I 
further  ask  that  you  give  our  efforts  your  active  support  in  future 
discussions  with  the  Administration.  We  cannot  succeed  in  bringing 
this  proposal  to  fruition  without  strong  and  determined  insistence, 
both  in  the  Administration  and  in  Congress. 
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Thank  you,  Mr.  Chainnan.  I  again  commend  you  for  holding  this 
hearing  at  a  very  critical  moment  for  U.S.  soybean  producers  and 
the  entire  oilseed  industry  in  the  United  States.  I  will  be  happy 
to  respond  to  any  questions  you  or  other  Members  of  the 
Subcommittees  may  have. 


(Attachment  follows:) 
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STATEMENT  BY  THE  U.S.  OILSEED  INDUSTRY 
SUPPORTING  GLOBAL  ELIMINATION  OF  TARIFF  AND  NON-TARIFF  BARRIERS 

AND  EXPORT  INCENTIVES 
ON  OILSEEDS  AND  OILSEED  PRODUCTS 
IN  THE  URUGUAY  ROUND  NEGOTIATIONS 

The  following  statement  has  been  approved  by  the  American  Soybean 
Association,  the  National  Cottonseed  Products  Association,  the 
National  Oilseed  Processors  Association,  the  National  Sunflower 
Association,  and  the  U.S.  Canola  Association.  It  is  being  provided 
to  the  Administration  with  a  request  that  the  proposed  objectives 
be  incorporated  into  the  official  U.S.  negotiating  position  on 
market  access  for  oilseeds  and  oilseed  products  in  the  Uruguay 
Round  negotiations  under  the  General  Agreement  on  Tariffs  and 
Trade. 


The  U.S.  oilseed  industry  is  convinced  that  world  demand  for  and 
consumption  of  oilseed  products  can  be  significantly  expanded 
through  substantial  reductions  in  global  trade  barriers.  We  are 
equally  convinced  that  the  disciplines  imposed  by  the  Uruguay  Round 
in  the  areas  of  market  access,  export  subsidies,  and  internal 
support  must  be  balanced  in  order  to  achieve  the  overall  goal  of 
trade  liberalization. 

Accordingly,  the  U.S.  oilseed  industry,  including  all  national 
oilseed  producer  and  processor  organizations,  supports  complete  and 
simultaneous  elimination  of  all  global  tariffs  and  non-tariff 
barriers  on  oilseeds  and  oilseed  products  within  the  terms  and 
conditions  of  any  agreement  on  market  access  in  the  Uruguay  Round 
negotiations.  In  conjunction  with  tariff  elimination,  all 
government  incentives  for  exporting  oilseeds  and  oilseed  products, 
including  all  forms  of  differential  export  taxes,  must  also  be 
eliminated. 

The  elimination  of  tariffs  should  be  achieved  in  equal  reductions 
over  a  period  sufficient  to  allow  necessary  adjustments  by  domestic 
production  and  processing  industries.  The  initial  reduction  should 
take  into  account  and  offset  the  immediate  impact  which  the  export 
subsidy  provisions  of  the  Dunkel  draft  text  would  have  on  exports 
of  U.S.  oilseeds  and  oilseed  products.  These  provisions  would 
reduce  the  volume  of  U.S.  vegetable  oil  currently  exported  under 
affected  programs  by  78  percent  in  the  first  year  of  an  agreement, 
followed  by  further  reductions  over  the  next  five  years. 
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In  our  view,  the  agreement  on  market  access  must  provide 
opportunities  to  offset  the  impact  of  this  reduction  of  U.S. 
exports  through  substantial  global  tariff  reduction.  Moreover,  any 
final  agreement  must  significantly  expand  rather  than  diminish  U.S. 
access  to  protected  markets  over  the  long  term.  Finally,  provision 
must  be  made  to  provide  foreign  and  domestic  markets  for  U.S. 
oilseeds  and  oilseed  products  displaced  by  reductions  in  U.S. 
export  subsidies. 

The  U.S.  oilseed  industry  is  fully  aware  of  the  consequences  of 
eliminating  the  current  22.5  percent  duty  on  imports  of  soybean  oil 
and  other  duties  on  U.S.  oilseeds  and  oilseed  products.  We  are 
equally  aware,  however,  of  the  dramatic  expansion  in  world  demand 
for  and  consumption  of  oilseed  products  that  would  accompany 
elimination  of  global  trade  barriers.  Assured  of  equal  application 
of  these  conditions  to  all  parties  and  of  strict  enforcement  to 
prohibit  the  establishment  of  offsetting  non-tariff  barriers,  we 
are  satisfied  that  the  U.S.  will  have  opportunities  to  compete 
successfully  for  most  expanding  foreign  markets  even  though  we  may 
become  less  competitive  in  a  few  others. 

In  no  event  should  the  Administration  agree  to  the  elimination  or 
reduction  of  U.S.  import  tariffs  unless  it  has  achieved  an 
agreement  providing  for  comparable  and  binding  commitments  by  other 
nations  that  offset  the  impact  of  required  tariff  reductions  by  the 
U.S.  oilseeds  sector  and  the  disproportionate  export  subsidy 
reductions  required  of  the  U.S.  oilseeds  sector  by  the  Dunkel  draft 
text. 


May  28,  1993 
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statement  by  Alan  States 

Member,  Board  of  Directors 

National  Sunflower  Association 

before  the 

Subcommittee  on  Foreign  Agriculture  and  Hunger 

and  the 

Subcommittee  on  General  Farm  Commodities 

Committee  on  Agriculture 

U.S.  House  of  Representatives 

July  29,  1993 

Good  morning,  Mr.  Chairman,  and  Members  of  the  Subcommittees.  I  am 
Alan  States,  a  wheat,  grain  sorghum,  corn,  and  sunflower  producer 
from  Logan,  Kansas.  I  appear  before  you  today  representing  the 
National  Sunflower  Association,  which  I  serve  as  a  member  of  the 
Board  of  Directors. 

Mr.  Chairman,  Steve  Yoder  of  the  American  soybean  Association  has 
provided  an  excellent  summary  of  the  background  and  provisions  of 
the  proposal  advanced  by  former  GATT  Director  General  Arthur 
Dunkel.  I  would  like  to  supplement  these  remarks  from  the 
perspective  of  an  individual  producer. 

I  began  growing  sunflower  as  a  crop  in  my  rotation  in  1982. 
Sunflower  has  the  benefit  of  a  long  tap  root  that  reaches  down  to 
subsoil  moisture  and  fertilizers  and  breaks  up  the  soil,  which 
tends  to  increase  my  wheat  yield  the  next  year.  There  are  few 
other  choices  for  rotation  crops  with  wheat  in  my  part  of  the 
country.  In  a  very  real  sense,  sunflower  became  an  integral  part 
of  my  conservation  and  integrated  pest  management  plan. 

I  stopped  growing  sunflower  after  1985,  when  that  year's  farm  bill 
changed  the  considered-planted  credit  for  non-program  crops  planted 
on  wheat  base.  The  return  for  sunflower  is  higher  than  for  wheat 
and  other  program  crops  in  west  central  Kansas,  but  its  not  worth 
losing  base  and  eligibility  for  deficiency  payments. 

Since  the  1990  farm  bill  opened  up  the  option  to  plant  alternative 
oilseeds  on  wheat  base  under  the  0-92  program,  I  have  returned  to 
growing  sunflower.  I  now  enjoy  the  conservation  and  yield  benefits 
of  a  decade  ago,  plus  I  am  able  to  maximize  my  net  return  and 
offset  reduced  government  income  support  due  to  triple  base. 

I  had  the  opportunity  three  years  ago  to  compare  the  efficiencies 
of  my  Kansas  operation  with  those  of  one  of  England's  top  wheat 
producers.  One  on  one,  all  variables  held  constant,  he  was  forced 
to  admit  that  modern  U.S.  farming  technology  and  economies  of  scale 
result  in  lower  production  costs  than  in  Europe. 

I  mention  these  personal  experiences  in  order  to  make  a  basic 
point.    Oilseed  production   in  rotation  with  other  crops   is 
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important  to  the  production  efficiencies  of  U.S.  farmers,  and  to 
their  profitability.  Government  actions  that  disadvantage  oilseed 
production  reduce  our  competitiveness  in  the  world  market  for  all 
crops. 

In  this  context,  the  inequitable  treatment  of  U.S.  vegetable  oil 
export  programs  in  the  Dunkel  proposal  would  do  no  more  than 
undercut  our  exports  of  sunflower,  soybean,  and  cottonseed  oil.  It 
would  probably  reduce  oil-type  sunflower  acreage  by  40  percent, 
which  is  the  portion  of  annual  production  shipped  under  these 
programs.  This,  in  turn,  would  likely  cause  at  least  one  of  the 
three  sunflower  crushing  plants  in  the  Dakota-Minnesota  region  and 
the  new  plant  in  Goodland,  Kansas,  to  close.  Fanners  in  my  area 
would  lose  an  important  rotation  crop,  while  workers  in  the  closed 
plants  and  in  related  industries  would  lose  their  jobs. 

It  is  difficult  to  reconcile  this  very  possible  scenario  with  the 
original  goal  of  the  Uruguay  Round,  i.e.,  to  eliminate  unfair  trade 
practices  around  the  world.  How  can  one  of  our  most  efficient 
agricultural  industries  be  the  most  likely  victim  of  an  agreement 
intended  to  liberalize  trade. 

Given  the  built-in  incentives  of  the  European  Common  Agricultural 
Policy  to  stimulate  overproduction,  the  only  sure  way  to  bring  EC 
oilseed  output  and  oil  exports  under  control  is  to  sever  the  link 
between  the  requirement  to  produce  a  crop  and  the  support  payment. 
Unfortunately,  the  U.S.  accepted  the  CAP  production-payment  link  as 
GATT-legal  in  the  Blair  House  agreement. 

I  might  add  that  the  U.S.  has  yet  to  abandon  its  own  trade- 
distorting  incentives  to  produce.  The  last  two  farm  bills  moved 
farm  policy  toward  a  level  playing  field  --  allowing  producers  to 
choose  crops  with  the  best  market  return  without  regard  to  Federal 
program  requirements  and  benefits.  However,  this  year's 
reconciliation  process  has  shown  that  the  Congressional  agriculture 
committees  may  be  questioning  the  benefits  of  planting  flexibility. 
Rather  than  make  spending  cuts  through  an  increase  in  Normal  Flex 
Acres  under  triple  base,  we  may  instead  have  a  reduction  in 
benefits  under  the  0-92  program  for  idled  base  acres.  Depending  on 
prices,  this  will  encourage  the  return  of  several  million  acres  to 
production  of  surplus  wheat.  The  trade  implications  for  such  a 
change  in  domestic  farm  policy  are  significant,  and  make  clear  the 
advantages  of  your  Subcommittees  working  together  on  these  issues. 

The  only  course  available  for  achieving  meaningful  trade 
liberalization  for  the  oilseed  industry  in  the  Uruguay  Round  is 
through  a  significant  increase  in  market  access.  The  Foreign 
Agriculture  Service  has  projected  that  foreign  demand  for  U.S. 
vegetable  oil  could  be  expanded  by  five  million  tons  if  global 
tariffs  are  phased  out  by  the  year  2001.  This  new  demand  would 
more  than  offset  the  markets  which  U.S.  sunflower  and  soybean 
producers  will  lose  if  the  Dunkel  proposal  on  export  subsidies  is 
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adopted  in  its  current  form. 

Mr.  Chairman,  I  am  reminded  of  the  Chinese  proverb,  "If  one  does 
not  change  direction,  one  will  end  up  where  one  is  going."  The 
sunflower  industry  has  expressed  serious  concerns  with  the  Dunkel 
proposal  since  it  appeared  in  late  1991.  It  has  not  changed 
direction.  We  respectfully  urge  Members  of  your  Subcommittees  and 
other  in  Congress  to  press  this  issue  until  the  Administration 
fully  understands  the  consequences  of  not  restoring  balance  to  the 
Uruguay  Round  with  respect  to  trade  in  oilseeds  and  oilseed 
products . 

Thank  you,  Mr.  Chairman. 
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July  29,   1993 
"Oilseed  Trade  and  Marketing  Issues" 


Thank  you  for  the  invitation  to  appear  at  this  hearing.  I  am  John 
G.  Reed,  Jr.,  Vice  President,  International  of  Archer  Daniels 
Midland  Company  in  Decatur,  Illinois.   I  appear  here  today  as 
Chairman  of  the  International  Trade  Policy  Committee  of  the 
National  Oilseed  Processors  Association  (NOPA).   NOPA's 
member  firms  process  U.S.  soybeans,  sunflowerseed,  canola, 
and  flax,  and  several  members  are  actively  engaged  in  exporting 
vegetable  oils,  protein  meals  and  unprocessed  oilseeds. 


JOHN  MARCH 
Chairman 


CHARLES  BAYLESS 
1st  ViceChaifman 


C.  LOCKWOOD  MARINE 
2nd  Vice  Chairman 


MEHRITTE  PETERSEN 
1st  Vice  President 


PATRICK  E  WRIGHT 
2nd  Vice  President 


J.  RICHARD  GALLOWAY 
Secretary 


JOHN  BURRITT 
Treasurer 


JAMES  W  LINDSAY 
Immediate  Past  Chairman 


SHELDON  J  HAUCK 
President 


I  appreciate  this  opportunity  to  discuss  oilseed  trade  and  marketing 
issues.  My  comments  will  focus  on  the  GAIT  Uruguay  Round  in 
order  to  discuss  two  issues  of  fundamental  long  range  importance  to 
U.S.  oilseed  producers  and  processors: 

•  First,  the  present  Uruguay  Round  Draft  Final  Act  -  usually 
referred  to  as  the  "Dunkel  Text"  -  threatens  to  cripple  our  ability 
to  export  vegetable  oil  in  competition  with  subsidized  exports 
from  other  origins. 

•  Second,  the  final  phase  of  the  Unjguay  Round  negotiations  - 
the  "Market  Access"  phase  -  presents  a  major  opportunity  to 
increase  foreign  market  access  and  world  demand  for  U.S. 
oilseeds  and  products.   However,  time  is  short,  and  it  will 
require  prompt  and  aggressive  action  to  seize  this  opportunity. 

As  an  industry  which  is  highly  dependent  on  exports,  NOPA  has 
always  advocated  free  and  unrestricted  trade.  We  believe  U.S. 
oilseed  producers  and  processors  are  as  efficient  as  any  in  the  world 
and  stand  to  gain  greatly  from  an  open  trading  environment. 

When  the  Uruguay  Round  of  GATT  negotiations  began  in  1986, 
NOPA  hoped  it  would  eliminate  all  export  subsidies  for  oilseed 
products,  and  provide  for  a  substantial  reduction  in  import  tariffs  and 
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other  barriers  in  the  oilseed  complex.   NOPA  strongly  supported  the  original  U.S. 
Uruguay  Round  proposals  to  phase  out  all  agricultural  export  subsidies,  import 
barriers,  and  trade-distorting  internal  supports. 

U.S.  oilseed  producers  and  processors  today  cannot  take  advantage  of  our 
inherent  competitiveness  in  many  importing  countries  because  of  their  tariffs  and 
other  import  restrictions.   Those  trade  barriers  substantially  reduce  total  world 
demand  for  vegetable  oils  and  protein  meals,  and  in  some  countries  the  barriers 
provide  incentives  for  uneconomic  local  oilseed  production.   In  addition,  the  use  of 
direct  and  indirect  export  subsidies  for  vegetable  oil  and  protein  meal  by  our 
exporting  competitors  undermines  our  international  competitiveness  and  restricts 
our  export  sales.  An  extensive  USDA  list  of  foreign  import  restrictions  and  export 
subsidies  in  the  oilseed  complex  is  attached  to  this  statement. 

Unfortunately,  it  is  now  clear  that  the  Uruguay  Round  draft  agreement  will  leave  the 
U.S.  oilseeds  sector  in  a  worse  position  than  it  is  today.  The  agreement  on  internal 
supports,  as  modified  by  the  Blair  House  oilseeds  agreement  between  the  U.S  and 
the  EC,  will  allow  the  European  Community  to  continue  providing  large  internal 
income  supports  to  oilseed  producers.  The  EC  will  be  required  to  make  a  small 
reduction  in  its  subsidized  oilseed  plantings,  but  will  continue  to  make  large  set- 
aside  payments  to  its  producers,  who  may  still  plant  over  1 1  million  acres  of 
oilseeds. 

In  addition,  the  export  subsidy  provisions  of  the  Dunkel  Text  will  not  limit  the 
differential  export  tax  subsidies  for  oilseed  product  exports  provided  by  Argentina 
and  Brazil.  Nor  will  the  Dunkel  Text  constrain  EC  exports  of  vegetable  oil.   Nor  will  it 
restrict  processing  subsidies  provided  by  Brazilian  states  via  deferred  collection 
(interest-free  and  without  monetary  correction)  of  internal  VAT  taxes. 

On  the  other  hand,  the  Dunkel  Text  hits  the  U.S.  very  hard.  During  the  first  year  of 
implementation,  Dunkel  would  require  the  U.S.  to  reduce  its  vegetable  oil  exports 
under  EEP,  SOAP,  and  COAP  by  73  percent  of  the  fiscal  1992  volume.   Such 
exports  would  have  to  decline  to  no  more  than  22  percent  of  1991/92  EEP,  SOAP, 
and  COAP  exports  by  the  sixth  year  of  implementation.  The  first-year  reduction  in 
exports  would  be  equivalent  to  the  soybean  oil  contained  in  more  than  110  million 
bushels  of  soybeans,  or  the  sunflower  oil  contained  in  the  entire  1992  U.S. 
sunflower  crop. 

1  want  to  emphasize  that  the  oilseeds  sector  in  the  U.S.  is  the  only  one  in  the 
world  that  would  be  immediately  and  seriously  injured  by  the  draft  Uruguay 
Round  agreement.  The  agreement  would  not  affect  exports  of  vegetable  oil  by 
the  European  Community,  nor  would  it  affect  the  export  tax  subsidies  of 
Argentina  and  Brazil.  However,  adoption  of  the  present  draft  would  cause  a 
sharp  decline  in  U.S.  vegetable  oil  exports,  a  rapid  increase  in  U.S.  vegetable  oil 
stocks,  and  a  decline  in  the  prices  of  vegetable  oil  and  oilseeds.  U.S.  producers 
of  soybeans  and  other  oilseeds  would  be  the  biggest  losers. 
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My  preceding  remarks  have  described  the  adverse  effects  that  the  present  draft 
Uruguay  Round  agreement  would  have  on  the  U.S.  oilseeds  sector.   I  would  now 
like  to  discuss  how  the  final  phase  of  the  Uruguay  Round  negotiations  -  the 
"Market  Access  Phase"  -  may  present  a  major  opportunity  for  our  oilseeds 
industry. 

NOPA,  in  cooperation  with  other  national  oilseed  organizations,  has  been 
seeking  a  way  to  reduce  or  eliminate  trade  distorting  practices  in  the  oilseed 
complex,  and  to  increase  world  demand  for  vegetable  oils  and  protein  meals. 
During  recent  years,  the  concept  of  a  "Level  Playing  Field"  for  trade  in  the 
oilseeds  complex  has  been  thoroughly  explored  by  some  members  of  the 
International  Association  of  Seed  Crushers  (lASC).  The  lASC's  membership 
includes  NOPA,  as  well  as  national  processor  organizations  from  the  European 
Community,  Brazil,  Argentina,  Malaysia,  Japan,  and  other  countries. 

As  an  ongoing  part  of  the  level  playing  field  dialogue,  NOPA  sent  a  letter  to  the 
President  of  the  lASC  on  Febnjary  25,  1993,  setting  forth,  for  the  first  time,  a 
specific  and  comprehensive  global  proposal  for  "reciprocal  and  binding  trade 
liberalizing  actions  in  the  oilseed  complex."    A  copy  of  that  letter  is  attached  to 
this  statement.  The  letter  indicates  that  we  would  agree  to  seek  the  elimination  of 
U.S.  import  tariffs  and  export  subsidies,  provided  that  other  countries,  importers 
and  exporters  alike,  also  agree  to  the  elimination  of  their  tariffs,  non-tahff  import 
barriers,  and  all  forms  of  processing  and  export  subsidies. 

NOPA's  letter  was  discussed  at  length  by  members  of  the  lASC  President's 
Advisory  Committee  at  meetings  in  Brussels  and  Paris  in  late  March  and  mid- 
April,  respectively.  As  a  result  of  those  meetings,  President  Mergell  was 
encouraged  to  seek  support  for  a  coordinated  effort  to  achieve  the  level  playing 
field  objectives  during  the  remainder  of  the  Uruguay  Round. 

At  this  writing,  lASC  has  received  firm  written  statements  of  support  from  the 
national  processor  organizations  in  the  EC  (FEDIOL)  and  Malaysia  (MOPGC).  In 
the  U.S.,  the  American  Soybean  Association,  the  National  Sunflower  Association, 
the  U.S.  Canola  Association,  the  National  Cottonseed  Products  Association,  and 
NOPA  have  all  signed  a  unified  statement  of  support  for  a  reciprocal  and  binding 
level  playing  field. 

On  June  15  and  16,  lASC  President  Mergell  and  representatives  from  NOPA  and 
FEDIOL  met  in  Sao  Paulo  with  the  national  organizations  from  Argentina  (CIARA) 
and  Brazil  (ABIOVE).  Both  South  American  delegations  expressed  concern  about 
continued  oilseed  production  subsidies  in  the  EC,  and  the  possible  consequences 
of  a  level  playing  field  in  international  markets.   They  agreed  to  submit  a  joint 
request  to  President  Mergell  for  additional  information  and  clarification,  following 
which  another  meeting  may  be  held  if  necessary. 
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U.S.  Agricultural  Trade  Negotiator  Joe  O'Mara  has  been  extremely  helpful  during 
the  development  of  this  level  playing  field  effort.  At  his  request,  the  Oilseeds  and 
Products  Division  of  USDA's  Foreign  Agricultural  Service  prepared  a  detailed 
country-by-country  analysis  of  the  increased  demand  for  vegetable  oil  and  protein 
meal  that  would  result  from  the  elimination  of  all  oilseed  complex  tariffs  and  other 
import  barhers.  The  results  provide  dramatic  evidence  of  the  benefits  which  may 
be  attained  by  complete  trade  liberalization,  and  are  summarized  as  follows: 

World  Consumption  in  Year  2001  (mil  MT^ 

Baseline,  Liberalized,  Increase 

Barriers  All  Barriers  From 

Retained  Eliminatecl  Liberalization 

Vegetable  Oil  79.0  89.7  10.7 

Protein  l^eal  154.8  161.0  6.2 

A  more  detailed  summary  of  the  USDA  analysis  is  attached  to  this  statement. 

It  is  especially  important  to  note  that  the  increased  consumption  which  results  from 
the  removal  of  import  barriers  will,  by  definition,  be  supplied  by  increased  imports, 
i.e.,  increased  trade.  Indeed,  this  is  the  fundamental  objective  of  greater  market 
access.  To  help  put  the  trade  benefits  of  barrier  removal  into  a  global  perspective, 
USDA's  estimated  increase  in  world  consumption  equals  56  percent  of  present 
world  trade  in  vegetable  oils,  and  17  percent  of  present  world  trade  in  protein 
meals. 

We  are  clearly  discussing  a  major  opportunity,  not  only  for  our  industry,  but  for 
other  exporting  countries,  and  for  consumers  in  many  importing  countries. 

It  is  our  understanding  that  GATT  members  may  negotiate  a  Uruguay  Round 
market  access  agreement  for  the  oilseeds  sector  based  on  the  level  playing  field 
concept,  even  if  other  sectors  do  not  follow  the  same  concept.  Such  an  agreement 
would  constitute  a  "Zero  for  Zero"  approach  -  zero  processing  and  export 
subsidies  in  return  for  zero  tariffs  and  import  barriers  -  analogous  to  similar  U.S. 
efforts  in  a  few  other  sectors. 

Even  though  the  lASC  does  not  yet  have  support  from  CIARA  and  ABIOVE  for  a 
market  access  agreement  based  on  the  level  playing  field  concept,  NOPA  strongly 
urges  the  Clinton  Administration  to  aggressively  pursue  such  an  agreement  during 
the  remainder  of  the  Uruguay  Round  negotiations.  We  believe  the  projected  trade 
gains  of  such  an  agreement  are  so  great  that  the  governments  of  Argentina,  Brazil, 
and  other  countries  will  recognize  and  respond  to  the  substantial  benefits  of  a 
level  playing  field  in  the  oilseed  and  oilseed  products  sector. 

In  conclusion,  I  wish  to  summarize  the  two  main  points  of  this  statement: 
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•  The  present  Dunkel  Text  will  have  little  or  no  effect  on  subsidized 
exports  of  vegetable  oil  and  protein  meal  from  the  EC,  Argentina  and 
Brazil.  On  the  other  hand,  the  Dunkel  Text  will  require  an  immediate 
73  percent  reduction  in  U.S.  exports  of  vegetable  oil  under  EEP, 
SOAP,  and  COAP. 

No  major  U.S.  industry  should  be  forced  to  accept  a  GATT  agreement 
which  allows  its  export  competitors  to  keep  subsidizing,  while 
depriving  the  U.S.  industry  of  its  ability  to  compete. 

•  The  biggest  Uruguay  Round  opportunity  for  the  U.S.  oilseed  industry 
is  the  potential  to  achieve  a  truly  level  playing  field  in  the  oilseeds 
complex  -  Zero  for  Zero  -  reciprocal  and  binding  elimination  of  all 
processing  and  export  subsidies  in  return  for  elimination  of  all  tariffs 
and  import  barriers.   NOPA  urges  the  Clinton  Administration  to 
undertake  this  ambitious  and  difficult  effort,  and  will  continue  to  work 
with  our  lASC  colleagues  to  increase  foreign  government  support. 

Thank  you  very  much.  I  will  be  pleased  to  answer  any  questions. 

(Attachments  follow:) 
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Attachment  I 


U.S.  Department  of  Agriculture 
May  25,  1993 


TRADE  BARRIERS  INVENTORY, 
BY  COUNTRY 

IMPORTANT  FOREIGN  BARRIERS  1/  TO  TRADE 
IN  OILSEEDS  &  PRODUCTS 


COUNTRY 


PRODUCT 


RESTRICTION 


High  Priority 
Argentina  (3  2.9M) 

Brazil  (158. 2M) 


China  (l,169.6M) 


Oilseeds  and  Products 


Oilseeds  and  Products 


Soybeans 

Residues  of  an.  feed 

Soybean  Oil 

Oilseeds  and  Products 


Soybeans 

Peanuts,  in  shell 

Peanuts,  shelled 

Rapeseed 

Sunf lowerseed 

Palm  kernels 

Cottonseed 

Sesameseed 

Soybean  meal  (1208) 

Other  meal  (1208) 

Fishmeal 

Soybean  meal  (2304) 

Peanut  meal  (2305) 

Other  meal  (2306) 

Soybean  oil,  crude  &  ref. 

Peanut  oil,  crude  &  ref. 

Palm  oil,  crude  &  ref. 

Sunflower  oil,  crude  &  ref. 

Cottonseed  oil,  crude  &  ref. 

Coconut  oil,  crude  &  ref. 

Palm  kernel  oil,  crude  &  ref. 

Rapeseed  oil,  crude  &  ref. 

Linseed  oil,  crude  &  ref. 

Corn  oil,  crude  &  ref. 

Sesame  oil,  crude  &  ref. 


Differential 
Export  Taxes/ 
Export  Rebates 
2.5%  Imp.  duty 

Differential 

Export  Taxes 

(ICMS-or 

Circulation 

Taxes) 

10%  import  duty 

10.9%  imp.  duty 

10%  import  duty 

Monopolized 
gov.  trading 
MFN 

3%  duty 
4  5%  duty 
45%  duty 
45%  duty 
45%  duty 
45%  duty 
45%  duty 
45%  duty 
9%  duty 
55%  duty 
5%  duty 
20%  duty 
20%  duty 
20%  duty 
20%  duty 
15%  duty 
28%  duty 
45%  duty 
45%  duty 
28%  duty 
28%  duty 
25%  duty 
20%  duty 
20%  duty 
15%  duty 
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Mexico  (92. 4M) 


Sunflower seed 
Sunf lowerseed  oil 
Peanuts 

Peanut  butter 
Peanut  oil 
Cottonseed 
Cottonseed  oil 
Palm  oil 
Palm  Kernel  oil 
Copra 

Coconut  oil 
Rapeseed  Oil 
Olive  oil 
Sesameseed 
Sesameseed  oil 
Saff lowerseed 
Fish  oil 
Corn  oil 


Oilseeds  and  Products  tariffs  under  NAFTA  are 
being  phased  out  over  10  years.   Work  towards 
acceleration  of  this  phase  out. 
Soybeans  15%  seasonal 

duty   , 
Soybean  meal  15%  duty 

Vegetable  oils,  crude         10%  duty 
Vegetable  oils,  refined       20%  duty 


30: 

\    duty 

25: 

1  duty 

ROKG  approval  + 

40: 

\   duty 

50  = 

1  duty 

40  = 

\   duty 

4% 

duty 

9% 

duty 

4% 

duty 

9% 

duty 

3% 

duty 

7% 

duty 

30! 

I   duty 

9% 

duty 

40! 

\   duty 

40? 

\   duty 

4% 

duty 

4% 

duty 

9% 

duty 

Venezuela  (20. 7M) 


Oilseeds 
Meals 

Oils 

Soybeans 

Soybean  oil 


Bangladesh  (119. 4M)  Oilseeds 

Oilseeds  Meals 
Crude  Oils 


Vegetable  Oils,  refined 
Soybean  Oil,  crude 


Soybean  oil,  refined 


Price  Bands 
Price  Band  +  ad 
valorem  of  15% 
Price  Band  +  ad 
valorem  of  20% 
Price  Band  +  ad 
valorem  of  15% 
Price  Band  +  ad 
valorem  of  20%, 
prefer,  rate  of 
8%  Arg. ,  10% 
Brazil,  0.1% 
Paraguay 

20%  duty 

Import  ban 

Quantitative 

Ceiling  (92/93 

325,000  tons) 

75%  duty 

30%  duty  +  $440 

Fixed  Tariff 

Value 

$700  Fixed 
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Palm  Oil,  crude 


Palm  oil,  refined 


Tariff  Value 

45%  duty  +  $355 

Fixed  Tariff 

Value 

$540  Fxd  Tar. 

Value  ($490 

Singapore  org. ) 


In  addition,  15%  VAT,  8%  Dev.  surcharge  and  7.5%  Misc.  fees 


Secondary  Priority 


Protein  Meals 
Vegetable  Oils 
Soybeans 


Colombia  (34. 3M)     Protein  Meals  15%  duty 

2  0%  duty 
Price  band  + 
15%  duty  +  imp. 
licenses 
15%  duty  +  imp. 
licenses 

Seeds,  meals,  and  oils  from  Andean-Pact  Countries  (Venezuela, 

Ecuador,  Peru  and  Bolivia)  are  duty  free. 


Other  oilseeds  (ex.  seed) 


Egypt  (56.4M) 


Cottonseed 

Peanuts 

Soybeans,  sunf lowerseed, 

linseed,  and  sesameseed 

Rapeseed  oil.  Peanut  oil, 
margarine,  ref.  cottonseed, 
sunf lowerseed,  &  soybean  oil 
Crude  or  semi-ref.  soybean, 
cottonseed,  sunf lowerseed, 
corn,  and  palm  oils 
Oilcake  &  other  residuals 


Imp.  restricted 
to  port  areas 
50%  duty 

5%  duty  +  10% 
sales  tax 


Imp.  prohibited 


1%  duty 
5%  duty 


Algeria  (26. 7M) 


Allows  imp.  of  only  crude 
vegetable  oils 


European  Community   Crude  vegetable  oils 
(347. 2M)  Refined  vegetable  oils 


State  Trading 


10° 
20° 


duty 
duty 


Indonesia  (195. 7M)   Soybeans 

Soybean  meal 
Soybean  oil,  crude 


BULOG  is  sole 

importer 

3  5%  surcharge  + 

5%  duty 

20%  duty  +  10% 
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Soybean  oil,  neut. /bleached 

Soybean  oil,  other 

Soybean  oil,  chem.  mod 

Peanuts 
Peanut  meal 

Peanut  oil,  crude  &  ref. 


VAT 

5%  duty  +  10% 

VAT 

20%  duty  +  10% 

VAT 

5%  duty  +  10% 

VAT 

3  0%  duty 

5%  duty  +  10% 

VAT 

10%  duty  +  20% 

Surcharge  +  10' 

VAT 


Malaysia  (18-4M) 


Nigeria  (12  6. 3M) 


Philippines  (67. IM) 


Soybean  meal 
Palm  oil 


Vegetable  oil 
Protein  Meals 

Soybeans 

Soybean  meal,  sunf lowerseed 

meal.  Peanut  meal 

Soybean  oil,  hydrogenated 

Soybean  oil,  crude  &  refined 

Palm  Oil,  Palm  Kern,  oil,  & 

Coconut  oil 

Peanuts  and  sunf lowerseed 

Peanut  oil 

Copra  and  Palm  kernels 

Palm  kern.  &  copra  meal 

Corn  oil 

Sunf lowerseed  oil 

Fishmeal 


10%  duty 
Differential 
export  duties 

Import  ban 
20%  duty 

3%  duty 

10%  duty 
40%  du^^y 
20%  duty 

50%  duty 
30%  duty 
40%  duty 
50%  duty 
50%  duty 
50%  duty 
50%  duty 
3%  duty 


Taiwan  (20.9M) 


Soybeans 

Soybean  oil 

Soybean  meal,  fishmeal 

Sunf lowerseed  oil 

Cottonseed  oil 

Rapeseed  oil 

Peanuts 


Peanut  Butter 
Peanut  meal 


Peanut  oil 


1%  duty 

6%  duty 

No  duty 

30%  duty 

15%  duty 

15%  duty 

Import  ban  (30% 

duty  if 

allowed) 

40%  duty 

Import  ban 

(food  use  15% 

duty,  feed  10% 

duty,  if 

allowed) 

Import  ban  (3  5% 
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India  (886. 4M) 


Oilseeds 


Pakistan  2/ 
(121. 7M) 


Japan  (124.5M) 


Korea  (44. IM) 


Protein  Meals 

All  vegetable  oils 

Cottonseed 


Cottonseed  meal 
Cottonseed  oil 

Sunf lowerseed 
Sunf lowerseed  meal 
Sunf lowerseed  oil 

Soybeans 
Soybean  meal 
Soybean  oil 

Palm  oil 


Peanuts 

Peanut  products 
Crude  vegetable  oils 
Refined  vegetable  oils 

Soybeans  3/ 
Soybean  oil  (above 

15,000  MT) 
Rapeseed 
Rapeseed  oil  (above 

5,000  MT) 


Imports 
Restricted  + 
110%  duty 
(except  for 
palm  kernels, 
250%) 
105%  duty 
State  Trading 

50%  tariff,  5% 

Iqra*,  12.5% 

sales  tax 

30%  tariff,  5% 

Iqra*,  12.5% 

sales  tax 

3,600  Rs/MT 

tariff,  10% 

surcharge,  5% 

Iqra* 

10%  tariff,  5% 

Iqra* 

30%  tariff,  5% 

Iqra*  , 

3,600  Rs/MT 

tariff,  10% 

surcharge,  5% 

Iqra* 

10%  tariff,  5% 

Iqra* 

10%  tariff,  5% 

Iqra* 

2,000  Rs/MT 

tariff,  10% 

surcharge,  5% 

Iqra* 

3,000  Rs/MT 

tariff,  10% 

surcharge,  5% 

Iqra* 

Quota 

2  0%  duty 

17  Y/kg  duty 

20.7  Y/kg  duty 

Quota  +3%  duty 

25%  duty 
10%  duty 

25% 
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Thailand  (57.6M) 


Turkey  (59. 6M) 


Fish  oil 

Palm  kernel  oil 

Palm  oil 

Soybeans 

Soybean  oil,  palm  oil  & 
palm  kern,  oil 
Soybean  meal 

Peanut  Butter 

Sunf lowerseed  oil 
Fishmeal 


Soybeans 
Peanuts 

Copra 
Rapeseed 

Sunf lowerseed 

Other  oilseeds  (ex.  ses) 

Sesameseed 

Flours  and  meals 

Soybean  oil,  peanut  oil, 
palm  oil,  cottonseed  oil, 
rapeseed  oil,  crude 
Soybean  oil,  peanut  oil, 
cottonseed  oil,  rapeseed  oil, 
corn  oil,  refined 


duty  if 
allowed) 
2.5%  duty 
1.25%  duty 
2.5%  duty 

Import  licenses 

Import  licenses 
Surcharge 
(1,150  baht/MT) 
60%  duty  + 
other  taxes 
No  imp.  licen. 
Surcharge 
(1,786  baht/MT) 


3%  + 
5%  + 
value 
3%  + 
10%  + 
value 
3%  + 
3%  + 
10%  + 
value 
10%  + 
value 


$4/MT 
25%  GIF 

$4/MT 
15%  CIF 

$80/MT 
$f/MT 
17%  CIF 

25%  CIF 


3%  +  $60/MT 


5%  +  30%  CIF 
value 


Sunf lowerseed  oil,  crude 
Sunf lowerseed  oil,  refined 
Palm  oil,  refined 
Olive  oil 

Coconut  oil 
Corn  oil,  crude 
Sesameseed  oil 

Soybean  meal,  cottonseed  meal 
sunf lowerseed  meal,  rapeseed 
meal, 
Peanut  meal 

Corn  meal 

Other  meals 


3%  +  $20C/MT 
5%  +  $500/MT 
3%  +  $4/MT 
5%  +  32%  CIF 
value 

3%  +  $60/MT 
3%  +  $150/MT 
5%  +  25%  CIF 
value 


3%  +  $1/MT 

5%  +  35%  CIF 

value 

6%  +  25%  CIF 

value 

7%  +  35%  CIF 
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Morocco  (2  6. 7M) 


South  Africa 
(41. 7M) 


Peru  (22. 8M) 
Poland  (38.4M) 

Sri  Lanka  (17. 6M) 

Burma  (4  2. 6M) 
Chile  (13. 5M) 


Oilseeds 
Vegetable  oils 
Oilseed  meals 


Central  Buying  Group 

Soybeans 

Peanuts 

Other  oilseeds 

Soybean  meal 

Cottonseed  meal 

Sunf lowerseed  meal 

Peanut  meal 

Fishmeal 

Soybean  oil 

Sunf lowerseed  oil 

Cottonseed  oil,  fish  oil, 
peanut  oil 

Vegetable  oils 

Soybean  meal 

Other  meals 

Oilseed  meals 
Vegetable  oils 

Oilseed  meals 

Oilseeds 
Oilseed  meals 


Vegetable  oils 


Agreement  with  4  ALADI  countries  (Argentina, 
Paraguay,  Uruguay,  and  Brazil) ,  reducing  duties 
by  30%  for  veg.  oils  and  meals. 


value 

7.5%  duty  H 
12.5%  imp. 
12.5%  duty 
12.5%  imp. 
12.5%  duty 
imp. 


tax 

+ 

tax 
+ 
tax 


12.5% 
(using 
reference 
price)  +  19+% 
VAT 


R650/MT 

Free 

10%  duty 

R200/MT  duty 

R250/MT  duty 

R285/MT  duty 

R90/MT 

Free 

75cents/kg  duty 

59  cents/kg 

duty   , 

2  0%  duty 

15%  duty 

10%  duty  on 
non-EC  meal 
10%  duty 


10° 
50^ 


duty 
duty 


Import  licenses 

11%  duty 
11%  duty  +  9% 
surcharge  + 
65, 000  MT  duty- 
free quota  for 
soybean  meal 
for  Bolivia 
11%  duty  + 
Price  Band  + 
Duty-free  imp. 
(up  to 
U.S.$10M) 
of  Bolivian 
ref.  soy.  & 
sun.  oils. 
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All  oilseeds  and  products  are  charged  an  18%  VAT 


Paraguay  also 
enjoys  a  5,500 
MT  duty  free 
quota  for 
cottonseed  oil 


Czech  Republic 


Oilseeds 
Meals 

Rapeseed  oil 
Other  veg.  oils 


No  duties 
No  duties 
20% 
5% 


Czechoslovakia 
(15. 7M) 


Ecuador  (10.9M) 


Hungary  (10. 3M) 


Rapeseed  and  sunf lowerseed 

Oilseed  meals 

Soybean  oil 

Sunf lowerseed  oil 

Rapeseed  oil 

Vegetable  oil,  crude 

Vegetable  oil,  refined 

Oilseed  meals 


Vegetable  oils 

Oilseeds 

Meals 


Ivory  Coast 


;i3.5M)  Oilseed  meals 
Refined  oils 
Crude  oils 


Lower  Prioritv 
Guatemala  (9.8M) 


Tunisia  (8.4M) 


Oilseed  meals 
Soybean,  cottonseed, 
sunf lowerseed,  peanut, 
palm,  palm  stearin,  coconut, 
palm  kern. ,  rapeseed,  and 
corn  oils,  crude 
Soybean,  sunf lowerseed, 
cottonseed,  palm,  palm  kern, 
and  corn  oils,  refined 
Peanut,  coconut  &  rapeseed 
oils,  refined 
Olive  oil,  virgin  &  other 

Oilseeds 
Oilseed  meals 


Variable  levy 
Import  licenses 
6.6%  duty 
10%  duty 
4  0%  duty 

12%  duty  + 
Price  Band 
17%  duty  + 
Price  Band 
12%  duty,  & 
licenses 

import  licenses 
No  duties 
No  duties 

25%  VAT 
35%  tax 
25%  tax 


5%  duty 


5%  duty 


20%  duty 

15%  duty 
15%  duty 

17%  duty 
2  5.6%  duty 
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Bolivia  (7.3M) 
Costa  Rica  (3.2M) 


Vegetable  oil,  crude 
Vegetable  oil,  refined 


Vegetable  Oils 

Soybeans  &  sunf lowerseeds 

Oilseed  Meal  (1202) 
Soybean  meal  (2304) 
Other  meal  (2304) 
Soybean  oil 
Cottonseed  oil 
Corn  oil 
Sunf lowerseed  oil 


15%  duty 
43%  duty 
State  Trading 

10%  duty 

5%  duty  +  11% 
Sales  tax 
9%  duty 
5%  duty 
9%  duty 
19%  duty 
19%  duty 
19%  duty 
19%  duty 


Dominican  Republic  (7.5M) 

Oilseeds,  meals  and  crude 
vegetable  oils 

Refined  oils 


All  oilseeds  and  products  include: 


10%  of  C&F 
basic  tariff 
30%  of  C&F 
basic  tariff 


Protection  Surcharge 
Foreign  Exchange  Surcharge 
Value  Added  Tax 


10%  of  Basic  Tax 

10%  of  Basic  Tax 

8%  of  C&F  value 


Finland  (5.0M) 


Oilseeds 
Oilseed  meals 


Import  licenses 
Import  ban 


Jamaica  (2.5M) 

Jordan  (3.6M) 
Norway  (4.3M) 
Panama  (2.5M) 


Oilseed  meals 
Vegetable  oils 

Vegetable  oils 

Oilseeds  and  products 

Oilseeds  and  Products 


Switzerland  (6.8M)  Oilseeds  and  Products 
Uruguay  (3.1M)  Oilseeds  and  Products 
Zambia  (8.7M)        Vegetable  oils 

Austria  (7.9M)       Refined  Veg.  Oils 

El  Salvador  (5.6M) 

Oilseed  meals 


40%  duty 
4  0%  duty 

State  trading 

Monopoly 

Import  licenses 

Variable  levy 

2  5%  duty 

30%  duty  plus 
import  levy 

15%  duty 
5%  duty 


Attachment    II. 
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MO])A 
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February  25,  1993 


Mr.  A.F.  Mergell,  President 

International  Association  of  Seed  Crushers 

Box  252 Haywards  Heath 

West  Sussex,  RH  16  2YG  England 

Dear  Noddy: 

Regarding  the  discussion  in  Washington  on  the  occasion  of  the 
September  19-20,  1992  meeting  of  the  President's  Advisory 
Committee,  NOPA  wishes  to  comment  as  follows: 

"NOPA  is  willing  to  represent  to  the  United  States  Government  that  it 
is  in  the  interest  of  expanded  world  trade  in  vegetable  oils  to  remove 
the  United  States  import  duty  of  22.5%  on  soybean  oil  and  various 
other  import  duties  on  other  vegetable  oils  provided  that  other 
countries  undertake  reciprocal  and  binding  trade  liberalizing  actions 
in  the  oilseed  complex,  including  the  following: 


JOHN  MARCH 

Cf^aifTia.' 


C    LOCKWOOD  MARINE 


CHABLESBAVLESS 


Mesa:TT  £    PETERSEN 
2na  v.ce  P'esiaent 


GLENN  E  WRIGHT 
Secceiafy 


JOHN  3URRITT 
Tieas-'e' 


JAMES  ".V  LINDSAY 
lrT\trt^<3'S'€  Pas;  Cl^aiiman 


SHELDON  J  HAUCK 
f*'es.3e-: 


Elimination  of  Argentine  Differential  Export  Taxes  and  Export  Rebates. 

Elimination  by  otfier  countries  of  any  form  of  export  quotas,  differential  export 
taxes,  and  differential  export  duty  exemptions,  e.g.,  Brazil  and  K/lalaysia. 

Elimination  of  the  deferred  collection  of  internal  taxes  (wittiout  indexation, 
monetary  correction,  or  interest)  as  an  incentive  for  ttie  production  or  export 
of  oilseed  products. 

Elimination  by  all  countries  of  other  trade-distorting  subsidies  and  artificial 
incentives  for  the  production,  processing,  transportation,  and  export  of 
oilseeds  and  oilseed  products. 

Elimination  by  all  countries  of  preferential  or  protective  import  tariffs,  duties, 
levies  and  quotas  on  oilseed  products. 

Codification  within  the  GATT  of  the  EC  oilseeds  case  settlement  negotiated 
by  the  U.S.  and  the  EC  on  November  20,  1992. 

We  agree  with  the  conclusions  of  the  lASC  President  as  recorded  in 
the  minutes  of  the  Washington  meeting  that  "the  subject  held 
considerable  scope  for  improvement  for  the  oilseeds  industry 
worldwide ". 

We  look  forward  to  discussing  the  responses  from  other  member 
countries  at  the  forthcoming  meeting  in  Brussels. 

Cordially, 


Sheldon  J.  Hauck 
President 

T008.3 
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Attachment   III. 


THE  LEVEL  PLAYING  FIELD 

Growth  In  World  Demand  For  Protein  Meal  and  Vegetable  Oil 
Likely  To  Result  From  Elimination  of  Trade  Barriers 

Background 

The  International  Association  of  Seed  Crushers  (lASC)  has  for  several  years  discussed 
the  potential  growth  in  world  demand  for  vegetable  oils  and  protein  meals  if  major 
countries  were  to  eliminate  or  greatly  reduce  their  protective  import  tariffs  and  other 
import  restrictions  as  well  as  all  forms  of  export  subsidies.  It  has  long  been  believed 
that  the  creation  of  such  a  "level  playing  field"  would  foster  a  substantial  growth  in  world 
demand  and  higher  world  prices  for  oilseeds  and  oilseed  products. 

At  the  instigation  of  the  National  Oilseed  Processors  Association  (NORA),  the  American 
Soybean  Association  (ASA),  and  the  National  Sunflower  Association  (NSA)  the  U.S. 
Department  of  Agriculture  in  May  of  1 993  undertook  a  study  to  estimate  the  growth  in 
world  demand  that  would  occur  if  import  barriers  in  major  importing  nations  were 
eliminated.  The  staff  of  the  Oilseeds  and  Products  Division  of  the  Foreign  Agricultural 
Service  looked  at  internal  prices  and  consumption  of  vegetable  oil  and  protein  meals  of 
the  countries  as  well  as  their  annual  per  capita  income.   Religious,  cultural,  and  other 
factors  were  also  taken  under  consideration.  A  computer  model  was  utilized  to  estimate 
the  likely  impact  import  tariff  removals  would  have  on  internal  prices  and  consumption. 
Comparisons  were  made  with  per  capita  consumption  in  other  countries  with  similar 
incomes  and  cultures  which  lack  significant  import  constraints.  Outside  oilseed  industry 
experts  were  asked  to  review  the  data  developed  by  USDA  to  compare  it  to  market 
realities.  The  industry  found  USDA's  estimated  trade  gains  to  be  conservative. 

The  25  countries  with  significant  barriers  to  imports  of  vegetable  oil  investigated  by 
USDA  were  China,  Japan,  India,  Bangladesh,  Thailand,  South  Korea,  Mexico,  South 
Africa,  Czechoslovakia,  Hungary,  Algeria,  Guatemala,  Morocco,  El  Salvador,  Columbia, 
Pakistan,  Turkey,  Egypt,  Nigeria,  Venezuela,  Peru,  Chile,  Tunisia,  Israel,  and  the 
Dominican  Republic.  The  13  countries  with  significant  barriers  to  trade  in  protein  meals 
investigated  by  USDA  were  Indonesia,  Turkey,  Poland,  Burma,  South  Africa,  Morocco, 
Nigeria,  China,  India,  Pakistan,  Thailand,  the  Philippines,  and  Venezuela. 

Study  Results: 

Vegetable  Oils.    The  25  countries  analyzed  by  USDA  are  estimated  to  show  vegetable 
oil  consumption  growth  with  no  policy  changes  from  23.5  MMT  in  1 991  to  32.5  MMT  in 
2001 .  However,  USDA's  analysis  indicates  that  if  the  import  restrictions  of  the  25 
countries  analyzed  were  eliminated,  worid  demand  for  vegetable  oils  would  be  1 0.7 
MMT  higher  in  2001  than  it  would  be  if  the  barriers  are  maintained.    The  25  countries 
analyzed  by  USDA  accounted  for  39.6  percent  of  total  world  vegetable  oil  consumption 
in  1991.  Total  worid  vegetable  oil  consumption  in  2001,  with  trade  liberalization,  is 
esitmated  at  89.7  MMT  versus  57.7  MMT  in  1 991 .  The  gains  from  import  barrier 
elimination  by  the  25  countries  studied  by  USDA  are  shown  in  Table  I. 
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Protein  Meals. 

Consumption  of  protein  meals  in  the  13  countries  analyzed  by  USDA  is  expected, 
without  trade  liberalization,  to  reach  34.55  MMT  in  2001  versus  the  24.22  MMT 
consumed  in  1 991 .  However,  USDA  estimates  that  if  import  barriers  in  the  1 3  countries 
were  eliminated,  consumption  of  protein  meals  in  2001  would  reach  40.73  Mt\/!T,  an 
increase  of  6. 1 8  MfviT  over  consumption  if  the  import  barriers  are  maintained.  Since  the 
13  countries  only  accounted  for  20.1  percent  of  total  world  protein  meal  consumption  in 
1991,  the  gains  in  consumption  that  could  be  expected  from  world-wide  trade 
liberalization  would  be  much  larger  than  the  6. 1 8  MMT  estimated  for  the  1 3  countries. 
The  gains  from  trade  liberalization  in  the  1 3  countries  analyzed  are  shown  in  Table  II. 

TABLE  I. 

VEGETABLE  OIL  CONSUMPTION  GAINS  FROM  IMPORT  BARRIER  ELIMINATION 

IN  25  COUNTRIES  ANALYZED  BY  THE 

U.S.  DEPARTMENT  OF  AGRICULTURE 


1991 


Country 


VEGETABLE  OIL  CONSUMPTION  (MT  000) 

2001 
No  Liberalization With  Barrier  Elimination 


GAIN 


China 

6,554 

10,089 

India 

5,010 

6,527 

Japan 

2,067 

2.586 

Bangladesh 

474 

769 

Thailand 

333 

555 

South  Korea 

506 

852 

Mexico 

1,160 

1,712 

South  Africa 

490 

722 

Czechoslovakia 

203 

257 

Hungary 

117 

152 

Algeria 

318 

406 

Guatemala 

62 

92 

Morocco 

302 

440 

El  Salvador 

56 

68 

Columbia 

424 

562 

Pakistan 

1,408 

2,182 

Turkey 

1,098 

1,560 

Egypt 

857 

1,168 

Nigeria 

793 

664 

Venezuela 

330 

423 

Peru 

283 

340 

Chile 

217 

301 

Tunisia 

176 

252 

Israel 

137 

129 

Dominican  Republic 

116 

134 

Total  (25  Countries) 

23,491 

32,942 

World  Total 

58,730 

78,970 

June  21,  1993 

14,600 

4,511 

9,634 

3,116 

3,151 

565 

1,151 

382 

1,263 

708 

1,103 

251 

2,009 

297 

892 

170 

374 

117 

197 

45 

472 

66 

133 

41 

459 

19 

79 

11 

564 

2 

2,246 

64 

1,595 

35 

1,221 

53 

762 

98 

463 

40 

381 

41 

320 

19 

273 

21 

140 

11 

152 

18 

43,634 

10,692 

89,662 
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TABLE  II. 

PROTEIN  MEAL  CONSUMPTION  GAINS  FROM  IMPORT  BARRIER  ELIMINATION 

IN  14  COUNTRIES  ANALYZED  BY  THE 

U.S.  DEPARTMENT  OF  AGRICULTURE 


1991 


Cowntry 


PROTEIN  MEAL  CONSUMPTION  (MT  000) 

2001 
No  Liberalization  With  Barrier  Elimination 


GAIN 


Indonesia 

600 

900 

Turkey 

1,120 

1,590 

Poland 

860 

890 

Burma 

160 

150 

South  Africa 

750 

970 

Morocco 

130 

200 

Nigeria 

100 

80 

China 

9,100 

12,570 

India 

7,180 

10,180 

Pakistan 

1,540 

2,560 

Venezuela 

560 

760 

Thailand 

1,310 

2,420 

Philippines 

810 

1,280 

Total  13  Countries 

24,220 

34,550 

World  Total 

120,480 

154,790 

June  21,  1993 

T094.3 

3.140 

2,240 

2,490 

900 

960 

70 

230 

80 

1,340 

370 

620 

420 

440 

360 

13,380 

810 

10,640 

460 

2,720 

160 

900 

140 

2,530 

110 

1,340 

60 

40,730 

6,180 

160,970 
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Statement  of  Mr.  John  Burritt 

Member,   Executive   Committee 

National  Oilseed   Processors  Association 
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STREET, 
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WASHINGTON, 

DC 

20037-1174 

PHONE: 
(202)  452-8040 

FAX: 

(202)  835-0400 


Subcommittee  on  General  Farm  Commodities 

and 

Subcommittee  on  Foreign   Agriculture  and  Hunger 

Committee  on  Agriculture 

U.S.  House  of  Representatives 

July  29,  1993 
"Oilseed  Trade  and  Marketing  Issues" 

I  am  John  Burritt,  Executive  Vice  President  of  National  Sun  Industries  of 
Minneapolis,  Minnesota.    National  Sun  Industries  has  oilseed  processing 
plants  in  Enderlin,  North  Dakota,  and  Goodland,  Kansas.   We  are  actively 
involved  in  exporting  U.S.  sunflowerseed  oil  and  soybean  oil  under  the 
Sunflower  Oil  Assistance  Program  and  the  Export  Enhancement 
Program.   I  appear  here  today  as  a  member  of  the  Executive  Committee 
of  the  National  Oilseed  Processors  Association.   NOPA's  members 
process  U.S.  soybeans,  sunflowerseed,  canola,  and  flax,  and  several  are 
engaged  in  exporting  vegetable  oils,  protein  meals,  and  oilseeds. 


I  appreciate  this  opportunity  to  appear  before  your  Subcommittees  to 
discuss  oilseed  trade  and  marketing  issues.   I  will  confine  my  comments 
to  the  effectiveness  of  current  U.S.  export  programs  in  exporting  U.S. 
vegetable  oil  to  world  markets. 


JOHN  MARCH 
Cliairman 


CHARLES  BAYLESS 
1st  Vice  Cfiaifman 


C  LOCKWOOD  MARINE 
2nd  Vice  Chairman 


MERRITTE  PETERSEN 
1  SI  Vice  Prestdenl 


PATRICK  E  WRIGHT 
2nd  Vice  President 


J  RICHARD  GALLOW/AY 
Secretary 


JOHN  BURRITT 
Treasurer 


JAMES  W  LINDSAY 
Immediate  PasI  Chairman 


SHELDON  J   HAUCK 
President 


For  several  years,  the  U.S.  oilseed  industry  has  found  it  very  difficult,  if 
not  impossible,  to  commercially  export  U.S.  soybean,  sunflower,  and 
cottonseed  oils  in  competition  with  the  subsidized  exports  of  European 
Community  (EC)  origin  rapeseed  oil  and  sunflower  oil,  Brazilian  soybean 
oil  and  cottonseed  oil,  and  Argentine  soybean  oil,  sunflower  oil,  and 
cottonseed  oil.   Through  the  use  of  enormous  expenditures  to  subsidize 
the  production  of  oilseeds,  the  EC  was  able  to  increase  oilseed 
production  from  less  than  3  MMT  in  the  early  1980s  to  over  13.5  MMT  in 
1991.   These  subsidies,  while  complex  in  nature,  averaged  $800  to  $900 
per  ton  of  vegetable  produced  within  the  EC.   Most  of  the  production  was 
sunflower  and  rapeseed  oilseeds  that  contain  approximately  40  percent 
oil.   Consequently,  the  EC  became  a  surplus  producer  of  vegetable  oil 
and  a  major  exporter  of  rapeseed  oil,  sunflower  oil,  and  soybean  oil. 
During  the  1987/88  through  the  1991/92  marketing  years,  the  EC 
averaged  annual  net  exports  of  1 .792  MMT  of  the  three  oils  and  was  the 
largest  exporter  of  rapeseed  oil.   Because  of  their  oilseed  subsidy 
regime,  EC  exporters  were  able  to  sell  vegetable  oil  at  prices  far  below 
those  possible  by  U.S.  oilseed  processors  and  vegetable  oil  exporters. 
The  EC  utilizes  a  market-clearing  system  to  dispose  of  oil  surpluses.   EC 
oilseed  subsidies  for  the  above  mentioned  oilseeds  amount  to  $4  to  $5 
billion  per  annum. 
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Brazil  and  Argentina  have  been  able  to  become  major  vegetable  oil  exporters 
because  of  their  use  of  differential  export  taxes  to  subsidize  their  oilseed  processors. 
By  assessing  a  higher  tax  on  exports  of  whole  oilseeds  than  is  assessed  on  oilseed 
product  exports,  the  two  countries  have  been  able  to  provide  their  processors  with 
price-discounted  oilseeds.   The  processors  pass  this  benefit  along  by  selling 
vegetable  oils  at  prices  well  below  those  possible  by  U.S.  oilseed  processors  and 
vegetable  oil  exporters.  On  many  occasions,  we  have  seen  Argentina  exporting 
protein  meals  and  vegetable  oils  for  less  than  the  world  price  of  the  oilseeds  from 
which  they  were  produced. 

Because  of  the  subsidized  competition  from  the  EC  and  South  America,  the  U.S. 
oilseed  processing  sector  sought  export  assistance  from  the  Department  of  Agriculture 
under  the  Export  Enhancement  Program  (EEP).  Later,  after  EEP  proved  ineffective  in 
exporting  sunflower  oil  and  cottonseed  oil,  the  industry  sought  the  establishment  by 
Congress  of  the  Sunflower  Oil  Assistance  Program  (SOAP)  and  the  Cottonseed  Oil 
Assistance  Program  (COAP).  Under  SOAP,  COAP,  and  EEP  bonuses  are  provided  to 
vegetable  oil  exporters  to  allow  them  to  compete  on  a  destination  (C&F)  basis  with 
exports  from  other  suppliers. 

SOAP  has  proven  to  be  a  very  effective  program  in  facilitating  exports  of  sunflower  oil. 
Under  the  program,  USDA  is  required  to  make  available  $25  million  annually  for 
assisting  exports  of  sunflower  oil.  The  program  is  not  targeted  at  any  one  competitor, 
and  USDA  is  not  required  to  gain  the  approval  of  the  State  Department  or  other 
agencies  in  announcing  SOAP  country  allocations.  The  same  is  true  of  COAP.  The 
prime  criterion  for  SOAP  is  for  USDA  to  do  what  is  necessary  to  make  U.S.  sunflower 
oil  competitive  in  export  markets  with  sunflowerseed  oil  and  competing  oils  from  other 
destinations. 

Since  SOAP  was  established  in  1988  through  July  27,  1993,  a  total  of  574,570  MT  of 
sunflower  oil  has  been  exported  under  the  program.   During  the  1991/92  marketing 
year,  exports  under  the  program  totaled  238,760  MT  --  the  highest  ever.  As  of  July  27, 
a  total  of  1 73,600  MT  of  U.S.  sunflower  oil  has  been  exported  under  SOAP  during  the 
1992/93  marketing  year.   SOAP  is  effective  because  it  is  a  mandatory  program  that 
has  as  its  sole  objective  the  export  of  sunflower  oil  in  the  face  of  heavily  subsidized 
competition  in  order  to  provide  sunflower  producers  a  fair  price  for  their  crop. 

EEP  has  proven  to  be  a  far  less  effective  tool  for  assisting  the  export  of  soybean  oil. 
Since  EEP  was  first  used  to  export  soybean  oil  in  1986,  only  1 ,209,724  MT  of  U.S. 
soybean  oil  has  been  exported  under  the  program.   During  the  program's  most 
successful  year,  only  slightly  more  than  2  percent  of  world  vegetable  oil  trade  was 
done  under  EEP,   Rather  than  U.S.  soybean  oil  stocks  being  substantially  reduced 
since  EEP  began,  the  reality  is  that  U.S.  stocks  of  soybean  oil  reached  a  record  high  of 
1 ,01 6,000  MT  on  September  30,  1 992,  and  are  likely  to  reach  almost  900,000  MT  this 
fall.  The  large  U.S.  soybean  oil  stocks  cause  U.S.  soybean  and  soybean  oil  prices  to 
be  depressed  to  the  detriment  of  U.S.  farmer  income.  There  is  no  question  that  if  EEP 
had  been  more  effective  in  exporting  soybean  oH,  the  prices  of  all  U.S.  oilseeds  would 
be  higher  than  they  are  today.  The  U.S.  is  the  only  oilseed  producing  country  that 
maintains  burdensome  vegetable  oil  surpluses. 
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EEP  has  proven  to  be  ineffective  in  exporting  vegetable  oil  for  several  reasons.   First,  it 
was  established  and  is  administered  to  counter  the  unfair  trade  practices  of  the 
European  Community.  All  allocations  must  be  approved  by  the  State  Department, 
Treasury  Department,  and  other  agencies  that  are  participants  in  the  Trade  Policy 
Review  Group  (TPRG).   During  the  two  previous  administrations,  all  U.S.  oilseed 
industry  requests  to  use  EEP  to  compete  with  subsidized  Argentine  and  Brazilian 
vegetable  oil  exports  were  rejected.   In  addition  to  USDA's  inability  to  counter  South 
American  exports  with  EEP,  it  must  also  seek  commitments  from  nations  eligible  to 
purchase  under  EEP  that  they  will  continue  to  purchase  normal  imports  from 
Argentina,  Brazil,  and  other  suppliers.  Thus,  before  we  can  sell  under  EEP,  USDA 
must  first  attempt  to  assure  that  Argentina  and  Brazil  will  be  able  to  sell  their  vegetable 
oil  to  the  targeted  countries.  One  can  only  surmise  that  some  U.S.  federal  agencies 
are  more  interested  in  the  economies  of  Argentina  and  Brazil  than  they  are  our  own. 

Because  EEP  is  targeted  solely  at  the  EC,  we  can  only  be  competitive  in  selling 
soybean  oil  under  EEP  when  the  price  of  EC  rapeseed  or  soybean  oil  is  less,  on  a 
destination  basis,  than  the  price  of  Argentine  and  Brazilian  soybean  oil.  When  EC 
prices  are  higher  than  South  American  prices,  as  they  have  been  for  several  months, 
we  simply  cannot  get  EEP  sales  approved.  The  exception  is  with  a  country  such  as 
Algeria,  which  is  willing  to  pay  a  slightly  higher  price  to  buy  from  the  U.S.  and  finance 
the  purchase  with  GSM  credit  guarantees.  The  major  reason  we  have  been  able  to 
sell  only  278,596  MT  of  soybean  oil  under  EEP  this  year  is  because  of  the  fact  that 
European-origin  rapeseed  and  soybean  oils  have  been  priced  above  the  subsidized 
vegetable  oil  available  from  South  America.  The  last  sale  of  soybean  oil  under  EEP 
was  on  June  29,  1993.   During  the  interim  period  several  countries  have  purchased 
soybean  oil  from  Europe  and  South  America,  but  all  efforts  to  sell  U.S.  soybean  oil 
under  EEP  have  been  rejected  by  USDA. 

Another  major  problem  with  EEP  is  the  cumbersome  process  exporters  must 
undertake  to  get  prices  and  bonuses  approved.   USDA  is  required  to  base  sales 
prices  off  of  recent  confirmed  sales  of  oil  by  the  EC.   Unlike  the  world  wheat  market, 
the  vegetable  oil  market  is  very  thin,  i.e.  there  are  not  as  many  trades.  Also,  vegetable 
oil  sales  out  of  the  EC  are  made  by  the  private  sector  with  no  direct  export  restitutions 
by  the  EC  Commission.  Therefore,  it  is  often  very  difficult  to  accurately  determine  the 
price  at  which  EC  oil  is  sold.  This  means  that  we  sometimes  go  for  several  days  -- 
even  weeks  --  without  a  confirmed  EC  sales  price  on  which  USDA  can  base 
acceptable  EEP  sales  prices,   fvlany  foreign  buyers  that  may  prefer  to  purchase 
soybean  oil  from  the  U.S.  get  tired  of  waiting  for  their  bids  to  be  accepted  and  shift  to 
purchasing  from  another  supplier  willing  to  book  a  confirmed  price  immediately. 

To  make  EEP  an  effective  program  for  soybean  oil,  its  operation  must  be  changed  to 
allow  USDA  to  match  the  lowest  price  available  from  all  suppliers,  not  just  the  EC.  The 
primary  objective  of  EEP  should  be  changed  to  allow  U.S.  oilseed  producers  and 
processors  to  compete  effectively  in  the  world  vegetable  oil  markets.   The  EEP  price 
approval  policy  must  be  changed  so  as  to  allow  USDA  personnel  greater  flexibility  in 
approving  sales  prices  and  bonuses  by  using  bid/offer  prices  rather  than  confirmed 
sales  prices  as  a  basis  for  price  approvals.  And  USDA  should  be  able  to  use  EEP  to 
make  sales  to  countries  that  were  previously  U.S.  vegetable  oil  markets  but  which 
have  been  taken  over  by  subsidized  sales  by  all  subsidizing  countries.  If  the  program 
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cannot  be  changed  in  the  ways  described,  we  urge  Congress  to  establish  a  program 
similar  to  SOAP  and  COAP  to  assist  U.S.  soybean  oil  exports. 

The  necessity  to  make  EEP  a  more  effective  program  very  soon  is  highlighted  in  Mr. 
John  G.  Reed's  testimony.  Under  the  terms  of  the  Dunkle  draft  GATT  agreement,  as 
modified  by  the  Blair  House  accord  between  the  U.S.  and  the  EC,  the  U.S.  will  be 
required  to  reduce  vegetable  oil  exports  under  EEP,  SOAP,  and  COAP  by  73  percent 
in  the  first  year  of  an  agreement.  Exports  of  vegetable  oil  out  of  Europe  and  South 
America  will  not  have  to  be  curtailed  at  all.   It  is  important  to  remember  that  while  the 
US-EC  oilseeds  agreement  will  curtail  EC  oilseed  plantings  somewhat,  the  EC  will 
most  likely  continue  to  produce  at  least  10  MMT  of  highly-subsidized  oilseeds  annually 
under  the  terms  of  the  agreement.  The  agreement  effectively  legitimizes  the  bulk  of 
EC  oilseed  production  that  was  found  by  two  panels  to  be  GATT-illegal.  With  U.S. 
soybean  oil  stocks  currently  at  near-record  levels,  our  industry  must  be  allowed  to 
continue  selling  U.S.  soybean  oil  in  world  markets  until  such  time  as  all  countries  have 
fully  implemented  the  Uruguay  Round  and  other  agreements.   Under  no  circumstance 
should  we  unilaterally  reduce  EEP-assisted  soybean  oil  exports  before  required  by  the 
Uruguay  Round  agreement.   Otherwise,  U.S.  soybean  oil  stocks  will  very  soon  reach 
extremely  high  levels  with  a  resulting  depression  of  vegetable  oil  and  oilseed  prices  in 
the  U.S. 

I  will  be  pleased  to  answer  your  questions. 

(Attachments    follow:) 
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STATUS   REPORT    AS   OF   JULY   27,    1993 

EXPORT    ENHANCEMENT    PROGRAM    INITIATIVES 

FOR    U.S.    VEGETABLE   OIL 

ANNOUNCEMENTS    AND    SALES 


DATE 

AMOUNT 

SALES 

COUNTRY 

ANNOUNCED 

(MT) 

(MT) 

STATUS 

Algeria 

10/22/87 

60,000 

60.000 

Completed 

04/08/88 

60,000 

60,000 

Completed 

08/02/91 

42,000 

42,000 

Completed 

01/0992 

60,000 

60,000 

Completed 

10/15/92 

100,000 

84,000 

16,000    Remaining 

China 

09/20/91 

60,000 

20,000 

Expired 

10/15/92 

80,000 

0 

80,000    Remaining 

Dominican  Rep. 

05/14/91 

30,000 

30,000 

Completed 

07/16/92 

20,000 

0 

Superseded 

10/15/92 

30,000 

0 

30,000    Remaining 

Hong  Kong 

06/12/92 

60,000 

1,200 

Superseded 

10/15/92 

60,000 

0 

60,000    Remaining 

India 

07/28/86 

25,000 

25,000 

Completed 

12/15/87 

300.000 

120,000 

Expired 

Lebanon 

10/15/92 

20,000 

1,500 

18,500    Remaining 

Mexico 

06/21/91 

60,000 

19,020 

Expired 

08/25/92 

50,000 

12,108 

Superseded 

10/15/92 

40,000 

39,596 

404    Remaining 

Morocco 

10/13/87 

60,000 

60,000 

Completed 

10/24/90 

60,000 

18,000 

Expired 

03/21/91 

30,000 

21,000 

Superseded 

08/30/91 

60,000 

54,000 

Superseded 

05/01/92 

60,000 

30,000 

Superseded 

10/15/92 

150,000 

12,000 

138,000    Remaining 

Senegal 

10/15/92 

20,000 

10,000 

10,000    Remaining 

Soviet  Union 

10/01/91 

80,000 

79,730 

Superseded 

05/13/92 

150,000 

6,580 

Superseded 

10./15/92 

150,000 

0 

150,000    Remaining 

Tunisia 

09/24/87 

60.000 

60,000 

Completed 

07/25/89 

60,000 

60,000 

Completed 

01/15/91 

60,000 

48,500 

Superseded 

12/03/91 

60,000 

60,000 

Completed 

08/25/92 

90,000 

17,000 

Superseded 

10/15/92 

120,000 

87,000 

33,000    Remaining 

Turkey 

01/06/88 

80,000 

80,000 

Completed 

06/21/91 

30,000 

30,000 

Completed 

09/13/91 

30,000 

27,280 

Superseded 

01/08/92 

20,000 

15,120 

Superseded 

06/09/92 

40,000 

35.500 

Superseded 

08/23/92 

40,000 

11,000 

Superseded 

10/15/92 

100.000 

44,500 

55,500     Remaininq 

ITOTAL 

2,767,000 

1,441,634 

591,404    Available                   | 
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EEP-ASSISTED    VEGOIL    SALES 
COMPARED  TO  WORLD   VEGOIL  TRADE 


TOTAL    WORLD 

EEP-ASSISTED 

EEP 

EXPORTS 

YEAR 

VEGOIL   TRADE 

VEGOIL    SALES 

SHARE    OF    WORLD 

(MMT) 

(MT) 

(%) 

1986/87 

16.87 

25,000 

0.148 

1987/88 

17.47 

354,000 

2.026 

1988/89 

18.12 

107,500 

0.593 

1989/90 

19.79 

44,500 

0.225 

1990/91 

20.15 

169,900 

0.843 

1991/92 

20.14 

458,538 

2.278 

1992/93 

20.06 

278,596 

1.364 

FY   1993 

VEGOIL   SALES 

UNDER 

EEP 

COUNTRY 

SOYOIL 

SUNOIL             COTTONOIL 

TOTAL 

(MX) 

(MT) 

(MT) 

(MT) 

ALGERIA 

84,000 

84,000 

CHINA 

DOM.REPUB. 

RUSSIA  (FSU) 

1 

HONG  KONG 

LEBANON 

1,500 

1,500 

MEXICO 

39,596 

39,596 

MOROCCO 

12,000 

12,000 

SENEGAL 

10,000 

10,000 

TUNISIA 

87,000 

87,000 

TURKEY 

44,500 

44,500 

1  TOTAL 

278,596 

278,596  1 

GOVERNMENT-ASSISTED    VEGOIL    EXPORTS 

UNDER   EEP,   SOAP,   AND   COAP 

BY  TYPE  OF  OIL  AND  MARKETING   YEAR 


SOYBEAN 

SUNFLOWER 

COTTONSEED 

TOTAL 

YEAR 

OIL 

OIL 

OIL 

VEGOIL 

(MT) 

(MT 

(MT) 

(MT) 

1986/87 

25,000 

0 

0 

25,000 

1987/88 

204,100 

136,400 

13,500 

354,000 

1988/89 

60.500 

101,300 

0 

161,800 

1989/90 

41,500 

42,000 

6,000 

89,500 

1990/91 

169,000 

69,000 

25,500 

263,500 

1991/92 

431,028 

249,760 

50,120 

730,908 

1992/93 

278,596 

173,600 

35,127 

487,323 

ITOTAL 


1,209,724 


772,060 


130,247 


2,1 1  1,931 
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July  26,  1992 

Honorable  Mike  Espy 

Secretary 

U.S.  Department  of  Agriculture 

Washington.  D.C.  20250 

Dear  Mr.  Secretary: 

On  behalf  of  the  farmer  members  of  the  American  Soybean  Association 
(ASA),  the  National  Sunflower  Association  (NSA),  and  the  U.S.  Canola 
Association  (USCA)  and  the  oilseed  processor  members  of  the  National 
Oilseed  Processors  Association  (NOPA)  we  request  that  the  Department 
of  Agriculture  continue  and  expand  Export  Enhancement  Program  (EEP) 
assistance  in  FY  1 994  for  the  export  of  vegetable  oils.   In  order  to 
maximize  U.S.  vegetable  oil  exports  during  the  1993/94  marketing  year  it 
is  important  that  EEP  assistance  for  FY  1994  be  announced  prior  to  the 
beginning  of  the  marketing  year  on  October  1 ,  1993. 

EEP  assistance  is  of  enormous  importance  to  the  U.S.  oilseeds  sector. 
The  value  of  soybeans,  sunflowers,  canola,  and  other  oilseeds  are  a 
function  of  the  combined  value  of  their  vegetable  oil  and  protein  meal 
content.  In  the  last  several  years  domestic  and  export  demand  for 
soybean  meal  has  been  strong  and  allowed  the  U.S.  to  achieve  a  record 
crush  of  soybeans.   Even  though  domestic  demand  for  soybean  oil 
continues  to  rise  it  has  not  been  sufficient  to  utilize  all  of  the  soybean  oil 
produced  in  the  U.S.  A  high  level  of  soybean  oil  exports  is  necessary  to 
prevent  a  buildup  in  domestic  soybean  oil  stocks  and  a  negative  impact 
on  the  price  of  soybeans  and  other  oilseeds. 

Prior  to  the  1980s  the  U.S.  was  able  to  achieve  a  high  level  of  soybean 
oil  exports  through  commercial  sales  and  P.L.  480-assisted  exports. 
During  the  1981/82  marketing  year  the  U.S.  exported  942,000  Ml  of 
soybean  oil,  the  majority  of  which  was  sold  under  normal  commercial 
terms.  However,  in  the  1980's  U.S.  soybean  oil  exports  began  a  long 
decline  as  markets  were  taken  away  by  subsidized  exports  by  Argentina, 
Brazil,  and  the  European  Community.  Argentina  and  Brazil  utilized 
differential  export  taxes  and  other  mechanisms  to  subsidize  their  oilseed 
processing  sectors  thereby  allowing  the  processors  to  export  soybean  oil 
and  sunflower  oil  at  prices  below  that  possible  by  U.S.  processors.   In  the 
1980s  the  European  Community's  established  lucrative  production 
subsidies  for  rapeseed  and  sunseed,  two  oilseeds  with  a  high  vegetable 
oil  content.   AS  a  result,  the  EC  became  a  large  surplus  producer  of 
rapeseed  oil  and  sunflowerseed  oil  with  the  surplus  EC  vegetable  oil 
being  exported  to  markets  traditionally  supplied  by  U.S.  soybean  oil. 
This  year  the  EC  is  the  world's  third-largest  exporter  of  vegetable  oil  after 
Malaysia  and  Argentina. 


(1929-1989)  •  NATIONAL  SOYBEAN  PROCESSORS  ASSOCIATION 
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EEP  assistance  has  allowed  the  U.S.  oilseeds  sector  to  participate  in 
supplying  growing  world  vegetable  oil  demand.   Since  EEP  was  initiated 
in  1986  a  total  of  1,433,634  MT  of  vegetable  oil  has  been  exported  under 
EEP.   Even  though  U.S.  vegetable  oil  exports  under  EEP  have 
accounted  for  only  1 .08  percent  of  total  trade  in  vegetable  oils  since  the 
program  was  initiated,  the  program  is  of  enormous  importance  to  the  U.S. 
oilseeds  and  oilseed  products  sectors.  Without  EEP  assistance  U.S. 
vegetable  oil  stocks  would  be  far  higher  than  they  are  today  and  would 
be  placing  great  downward  pressure  on  U.S.  oilseed  prices. 

Presently  the  U.S.  exports  practically  no  soybean  oil  that  is  not  assisted 
by  EEP,  P.L.  480,  or  other  government  assistance  programs.  Continued 
large  exports  of  EC  rapeseed  oil  and  highly  subsidized  Argentine  and 
Brazilian  soybean  oil  and  Argentine  sunflower  oil  makes  it  impossible  for 
the  U.S.  oilseeds  sector  to  compete  in  international  markets  without  U.S. 
government  assistance.  That  is  why  continuation  and  expansion  of  EEP 
assistance  is  essential. 

We  have  heard  reports  that  some  officials  in  the  Administration  contend 
EEP  assistance  for  vegetable  oils  should  no  longer  be  provided  since  the 
EC  has  formally  adopted  the  Blair  House  agreement  on  oilseeds.   Such 
reasoning  is  totally  wrong.  The  EC  will  begin  to  implement  the  Blair 
House  oilseeds  agreement  with  the  crop  that  is  harvested  in  1994  and 
the  agreement  will  be  fully  implemented  only  with  the  crop  to  be 
harvested  in  1995.  The  agreement  in  no  way  affects  the  EC  oilseeds 
crop  that  will  be  harvested  this  fall.  Therefore,  we  can  expect  the  EC  to 
continue  to  export  large  amounts  of  rapeseed  oil  derived  from  highly 
subsidized  rapeseed  oil  during  the  1993/94  marketing  year  as  well  as 
during  the  1994/95  marketing  year. 

We  believe  EEP  assistance  is  also  needed  to  combat  the  subsidized 
vegetable  oil  exports  of  Argentina  and  Brazil.   Both  Argentina  and  Brazil 
continue  to  utilize  differential  export  taxes  to  subsidize  their  vegetable  oil 
exports.   In  addition,  Argentina  has  instituted  a  2.5  percent  direct  export 
subsidy  for  vegetable  oils.  Argentine  vegetable  oil  sets  the  world  market 
price  for  most  of  the  year.  Argentina  and  Brazil  are  not  subsidized 
exporters  of  most  other  agricultural  products,  but  they  are  definitely 
subsidized  exporters  of  vegetable  oils  and  protein  meals.   In 
fact,  studies  indicate  Argentine  and  Brazilian  export  subsidies  result  in 
those  nations  selling  soybean  oil  and  soybean  meal  for  less  than  they 
could  receive  for  whole  soybeans.  There  is  total  justification  for  EEP 
being  used  to  assist  U.S.  vegetable  oil  exporters  to  compete  with 
Argentine  and  Brazilian  vegetable  oil  exports. 

Attached  is  a  list  of  the  EEP  allocations  for  vegetable  oil  that  we 
recommend  the  Administration  approve  for  FY  1994.   Each  of  the 
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countries  suggested  are  large  buyers  of  vegetable  oil  from  the  EC  as  well 
as  from  Argentina  and  Brazil.  Also,  each  of  the  countries  has  purchased 
U.S.  soybean  oil  in  the  past. 

Finally,  Mr.  Secretary,  we  would  like  to  point  out  that  the  export  subsidy 
provisions  of  the  final  Uruguay  Round  agreement,  if  such  an  agreement 
is  reached,  will  likely  require  the  U.S.  to  limit  U.S.  vegetable  oil  exports 
under  EEP,  the  Sunflower  Oil  Assistance  Program  (SOAP),  and  the 
Cottonseed  Oil  Assistance  Program  (COAP)  to  no  more  than  188,915  MT 
in  the  first  year  of  the  agreement.  That  would  require  a  73  percent 
reduction  from  the  amount  of  vegetable  oil  exported  under  the  three 
programs  in  1991/92.  The  agreement,  in  its  current  form,  would  not 
require  any  reductions  in  Argentine  and  Brazilian  subsidized  vegetable 
oil  exports  or  in  the  exports  of  subsidized  vegetable  oil  by  the  EC.  In 
order  to  prevent  the  U.S.  from  holding  very  burdensome  vegetable  oil 
stocks  in  the  event  an  Uruguay  Round  agreement  is  approved  and 
implemented,  it  is  crucial  that  an  aggressive  EEP  program  be  carried  out 
in  FY  1994.  Otherwise,  the  price  of  soybeans  and  other  oilseeds  are 
likely  to  decline  as  U.S.  vegetable  oil  stocks  rise. 

The  undersigned  organizations  strongly  support  expansion  of  EEP 
assistance  for  vegetable  oil  exports  in  FY  1994  and  urge  you  to  approve 
our  recommended  allocations.  We  also  urge  you  to  adopt  an  EEP  price 
approval  policy  that  makes  U.S.  vegetable  oil  exports  fully  price 
competitive  with  the  subsidized  exports  of  vegetable  oil  by  the  EC, 
Argentina  and  Brazil.  We  pledge  to  work  with  you  and  your  staff  in 
gaining  interagency  approval  of  the  allocations  and  making  the  program 
effective  in  FY  1994. 


Cordially, 


Steve  Yoder,  President 
American  Soybean  Association 

Alan  States,  President 
U.S.  Canola  Association 

T155 


>rng,  Presiaer 


Mike  Gerv^rng,  President 
National  Sunflower  Association 


jheldon  J.  Hauck,  President 
National  Oilseed  Processors 
Association 


(Attachment  follows:) 
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RECOMMENDED    EXPORT    ENHANCEMENT    PROGRAM 

U.S.    VEGETABLE   OIL  EXPORTS 

FY    1994 

COUNTRY ALLOCATION    (MT) 

Algeria  150,000 

China  100,000 

Dominican  Republic  40,000 

Egypt  100,000 

Hong  Kong  20,000 

Middle  East  Region  30,000 

Mexico  80,000 

Morocco  100.000 

Norway  25,000 

Senegal  20,000 

Former  USSR  100,000 

Tunisia  130,000 

Turkey  80,000 

TOTAL  975,000 

July  6,  1993 
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TESTIMONY  PROVIDED  TO 
the  Foreign  Ariculture  and  Hunger  Subcommittee 

and  the 
General  Farm  Commodities  Subcommittee 
of  the 
Committee  on  Agriculture 
U.S.  House  of  Representatives 
by  the 
National  Cottonseed  Products  Association 
Memphis,  Tennessee 
July  29,  1993 

The  National  Cottonseed  Products  Association  represents  98%  of  all 
active  cottonseed  crushing  capacity  in  the  U.S.  Domestic  production  of 
cottonseed  oil  ranks  third  among  vegetable  oils,  behind  soybean  oil  and 
corn  oil. 

1)  THE  EFFECTIVENESS  OF  CURRENT  U.S.  EXPORT  PROGRAMS  IN  MOVING  OIL  ON  THE 
WORLD  MARKET: 

We  are  pleased  that  Congress  included  the  Cottonseed  Oil  Assistance 
Program  (COAP)  in  the  1990  Farm  Bill  and  has  since  authorized  funding 
through  fiscal  year  1994.   Revenue  from  cottonseed  typically  represents 
about  15%  of  the  market  income  of  cotton  producers.   COAP  is  important  to 
the  U.S.  cotton  industry  because  there  is  no  support  program  for  cottonseed, 
although  USDA  has  authority  to  mitigate  any  adverse  effects  of  programs  for 
other  oilseeds  on  the  price  of  cottonseed  or  oil. 

Viable  domestic  and  export  markets  for  cottonseed  products,  especially 
oil,  are  extremely  important.   Unfortunately,  however,  exports  have  declined 
from  57%  of  total  cottonseed  oil  usage  in  1980  to  an  estimated  12%  of  total 
usage  for  1992-93. 

Although  a  strong  domestic  price  has  been  a  factor  over  the  past  year, 
most  of  this  reduction  since  1980  has  been  the  result  of  foreign  subsidies. 
Without  the  foreign  trade  programs  approved  by  Congress  and  administered  by 
USDA,  the  export  percentage  in  recent  years  would  have  have  gone  down  much 
faster.   We  are  grateful  to  have  this  assistance  in  countering  foreign  trade 
practices  that  have  badly  eroded  our  markets.  . 

Cottonseed  oil  is  eligible  for  sales  under  the  Export  Enhancement 
Program  and  PL480,  along  with  COAP.   However,  EEP  is  used  exclusively  to 
counter  subsidized  competition  from  the  European  Community,  which  produces 
very  little  cottonseed,  while  PL480  is  used  mostly  for  wheat  and  other 
commodities.   Congress  intended  for  COAP  and  the  Sunflower  Oil  Assistance 
Program  (SOAP)  to  be  more  flexible  and  gave  USDA  wide  latitude  to  make  both 
programs  effective. 

COAP  got  off  to  a  slow  start  in  1989  and  1990.   Most  of  the 
administrative  problems  were  eliminated  in  1991  and  USDA/FAS  has  been  very 
responsive  to  industry  recommendations  for  extending  the  list  of  targeted 
countries.   As  a  result,  41,000  MT  of  oil  were  approved  for  bonuses  during 
FY  92  and  34,627  MT  have  been  approved  so  far  in  FY  93. 
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It  is  true  that  EC  oilseed  subsidies  have  had  a  significant  impact  on 
the  world  price  structure  for  all  vegetable  oils.   However,  for  cottonseed 
oil,  the  EC  is  not  a  major  direct  competitor.   When  EEP  criteria  is  applied 
to  COAP,  it  severely  hampers  the  effectiveness  of  the  program. 

Exporters  in  any  country  benefit  from  the  favorable  policies  of  their 
own  governments,  not  all  of  which  are  defined  as  major  unfair  trade 
practices  by  official  definition.   However,  in  markets  such  as  ours,  with 
few  exporters  and  importers,  even  minor  practices  take  on  added 
significance. 

FAS  published  a  Fact  Sheet  dated  March  1992  on  SOAP  and  COAP  which  said 
"(SOAP  and  COAP). ...are  destined  to  help  U.S.  exporters  meet  prevailing 
world  prices  for  sunf lowerseed  oil  and  cottonseed  oil  in  targeted  markets". 

The  term  "prevailing  world  price"  at  any  one  time  is  either  (1)  the 
lowest  legitimate  offer  for  the  quality,  quantity  and  shipping  position 
demanded  by  the  buyer,  or  (2)  the  price  at  which  the  most  recent  legitimate 
business  was  confirmed  in  commercial  quantities  under  an  arms  length 
transaction.   These  definitions  apply  whether  or  not  the  price  includes  the 
net  effects  of  trade  distorting  polices.      Section  1541(A) (iii)  of  the 
1990  Farm  Bill  states  in  part  that  "In  determining  sales  on  which,  (SOAP  and 
COAP)  benefits  are  to  be  provided. . . . ,  the  Secretary  shall  take  into 
consideration  solely  the  amount  of  benefits  needed  to  encourage  the  sale". 
Other  factors  are  specifically  excluded  by  the  term  "solely". 

The  perceived  relative  value  of  an  oil  in  one  country  may  vary 
considerably  from  that  in  another,  due  to  local  customs,  consumer 
preferences,  and  other  factors.   Local  preferences  and  relative  values 
between  oils  should  be  assessed  independently  for  each  country,  regardless 
of  those  that  may  prevail  elsewhere. 

In  summary,  COAP  is  functioning  well  enough  given  the  temporary  effects 
of  a  high  domestic  price  for  cottonseed  oil.   Our  industry  does  not  believe 
this  represents  a  permanent  change  in  price  structure  in  the  vegetable  oil 
industry  and  that  COAP  should  remain  a  critical  tool  that  will  work  when 
needed.   We  believe  the  program  lacks  the  range  of  flexibility  to  accomplish 
the  sole  results  envisioned  by  Congress.   Bonus  criteria  should  be 
re-examined  and  new  approaches  considered  to  make  it  more  effective  and 
timely.   The  National  Cottonseed  Products  Association  stands  ready  to  work 
with  Congress  and  the  Administration  in  obtaining  this  objective. 

2)  IMPACT  OF  THE  BLAIR  HOUSE  AGREEMENT  ON  THE  U.S.  COTTONSEED  SECTOR; 

In  December  1987  the  American  Soybean  Association  filed  a  Section  301 
complaint  against  the  E.C.   The  adopted  Common  Agricultural  Policy  reform  of 
May  1992  did  not  address  all  the  issues  in  the  Section  301  Oilseed  dispute. 
In  November  1992  the  U.S.  and  E.C.  reached  an  accord  (Blair  House).   The 
provisions  of  this  agreement  are  also  part  of  an  E.C. -U.S.  position  in  the 
GATT  negotiations  regarding  agriculture.   The  agreement  establishes  a  six 
year  period  to  reach  targets. 
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Payments 


This  agreement  does  not  limit  the  amount  of  support  provided  to 
agriculture,  except  for  export  subsidies.   Importantly,  the  20%  reduction  in 
the  Aggregate  Measure  of  Support  (AMS)  from  a  1986-88  base  is  maintained. 
The  price  gap  approach  established  in  earlier  AMS  calculations  is  retained. 
Thus,  changes  in  agricultural  policy  could  increase  support  (payments)  to 
agriculture  while  reducing  the  AMS. 

The  agreement  stipulates  that  direct  payments  which  are  appropriately 
linked  to  production  limiting  programs  will  not  be  subject  to  reduction 
commitment  if  certain  conditions  are  met. 

Export  Subsidies 

Volume  of  agricultural  commodities  receiving  export  subsidies  must  be 
reduced  21%.   Subsidy  outlays  must  be  reduced  36%.   Reductions  are  from 
1986-90  base  period.   E.G.  export  subsidies  averaged  $10  billion/year  during 
the  base  period.   Thus,  the  E.G.  must  reduce  export  subsidies  to  $6.4 
billion  by  the  year  2000. 

Separate  Base  Area  (SBA) 

The  E.G.  will  establish  an  oilseed  base  for  which  crop  specific 
oilseeds  payments  are  to  be  made.   The  minimum  set-aside  shall  be  10%  of  the 
base.   In  1995/96,  with  full  accession  of  Portugal  and  Spain,  the  oilseeds 
base  is  5.128  million  hectares. 

There  is  skepticism  that  the  Blair  House  Agreement  addressed  the 
critical  issues  needed  to  create  the  "level  playing  field"  seen  as  key  by 
U.S.  oilseed  producers. 

3)  HOW  THE  MARKET  AGGESS  PROVISIONS  OF  THE  DUNKEL  AGREEMENT  WILL  AFFEGT  THE 
U.S.  OILSEED  SECTOR: 

The  National  Cottonseed  Products  Association  has  approved  the  following 
statement  which  has  also  been  approved  by  four  other  U.S.  oilseed  producing 
or  processor  organizations.   On  May  28,  1993,  it  was  provided  to  the 
Administration  with  a  request  that  the  proposed  objectives  be  incorporated 
into  the  official  U.S.  negotiating  position  on  market  access  for  oilseeds 
and  oilseed  products  in  the  Uruguay  Round  negotiations  under  the  General 
Agreement  on  Tariffs  and  Trade. 


The  U.S.  oilseed  industry  is  convinced  that  world  demand  for  and 
consumption  of  oilseed  products  can  be  significantly  expanded  through 
substantial  reductions  in  global  trade  barriers.   We  are  equally  convinced 
that  the  disciplines  imposed  by  the  Uruguay  Round  in  the  areas  of  market 
access,  export  subsidies,  and  internal  support  must  be  balanced  in  order  to 
achieve  the  overall  goal  of  trade  liberalization. 
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Accordingly,  the  U.S.  oilseed  industry,  including  all  national  oilseed 
producer  and  processor  organizations,  supports  complete  and  simultaneous 
elimination  of  all  global  tariffs  and  non-tariff  barriers  on  oilseeds  and 
oilseed  products  within  the  terms  and  conditions  of  any  agreement  on  market 
access  in  the  Uruguay  Round  negotiations.   In  conjunction  with  tariff 
elimination,  all  government  incentives  for  exporting  oilseeds  and  oilseed 
products,  including  all  forms  of  differential  export  taxes,  must  also  be 
eliminated. 

The  elimination  of  tariffs  should  be  achieved  in  equal  reductions  over 
a  period  sufficient  to  allow  necessary  adjustments  by  domestic  production 
and  processing  industries.   The  initial  reduction  should  take  into  account 
and  offset  the  immediate  impact  which  the  export  subsidy  provisions  of  the 
Dunkel  draft  text  would  have  on  exports  of  U.S.  oilseeds  and  oilseed 
products.   These  provisions  would  reduce  the  volume  of  U.S.  vegetable  oil 
currently  exported  under  affected  programs  by  78  percent  in  the  first  year 
of  an  agreement,  followed  by  further  reductions  over  the  next  five  years. 

In  our  view,  the  agreement  on  market  access  must  provide  opportunities 
to  offset  the  impact  of  this  reduction  of  U.S.  exports  through  substantial 
global  tariff  reduction.   Moreover,  any  final  agreement  must  significantly 
expand  rather  than  diminish  U.S.  access  to  protected  markets  over  the  long 
term.   Finally,  provision  must  be  made  to  provide  foreign  and  domestic 
markets  for  U.S.  oilseeds  and  oilseed  products  displaced  by  reductions  in 
U.S.  export  subsidies. 

The  U.S.  oilseed  industry  is  fully  aware  of  the  consequences  of 
eliminating  the  current  22.5  percent  duty  on  imports  of  soybean  oil  and 
other  duties  on  U.S.  oilseeds  and  oilseed  products.   We  are  equally  aware, 
however,  of  the  dramatic  expansion  in  world  demand  for  and  consumption  of 
oilseed  products  that  would  accompany  elimination  of  global  trade  barriers. 
Assured  of  equal  application  of  these  conditions  to  all  parties  and  of 
strict  enforcement  to  prohibit  the  establishment  of  offsetting  non-tariff 
barriers,  we  are  satisfied  that  the  U.S.  will  have  opportunities  to  compete 
successfully  for  most  expanding  foreign  markets  even  though  we  may  become 
less  competitive  in  a  few  others. 

In  no  event  should  the  Administration  agree  to  the  elimination  or 
reduction  of  U.S.  import  tariffs  unless  it  has  achieved  an  agreement 
providing  for  comparable  and  bindign  commitments  by  other  nations  that 
offset  the  impact  of  required  tariff  reductions  by  the  U.S.  oilseeds  sector 
and  the  disproportionate  export  subsidy  reductions  required  of  the  U.S. 
oilseeds  sector  by  the  Dunkel  draft  text. 

CONTACT :   Lynn  A.  Jones,  Executive  Vice  President 
National  Cottonseed  Products  Association 
1255  Lynnfield  Road,  Suite  143 
Memphis,  Tennessee  38119 
Tel:  901-682-0800 
FAX:  901-682-2856 
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